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Thiz Technology Group Limited Annual Report 2003

Corporate Profile

Based in Hong Kong, Thiz Technology Group Limited ("Thiz”, the
“Company” or the “Group”) is the first and a leading developer of Linux
solutions for PC users. Thiz was also the first Linux software solution
provider listed in the Growth Enterprise Market ("GEM”) of the Stock
Exchange of Hong Kong in July 2001 (Stock Code: 8119). Thiz is a
provider of various computing solutions and related services targeted
at individuals, small to medium size enterprises (“SMEs”) and educational
institutions. The products and services provided by the Group include
ThizLinux operating system, applications and other related services,
such as software installation, training and education. Thiz launches
high quality products that are flexible to customise for clients of SMEs,
government and educational institutions.

Thiz is devoted to developing Linux and related applications, and
promote the Group’s brandname to the global market. ThizLinux is the
Group's R&D backbone on Linux operating systems, software and
applications. The Group has introduced a wide range of products
including Linux desktop systems, office suites, server applications,
trading systems, diskless solution, intranet collaborative software,
anti-virus software and firewall.

To promote Linux general education, Thiz provides various solutions on
Linux education for primary and secondary schools, tertiary institutions
and training centres. The solutions include course management, training
materials, teaching plans, training certifications, examination system
and other related services. Currently, the Group is actively promoting
learning and usage of ThizLinux products in Hong Kong.

On regional development, the Group has offices in Hong Kong, Taiwan
and China. Through software bundling, OEM partnerships, education
and ThizLinux enterprise solutions, the Group offers comprehensive
support and services to governments, private enterprises, educational
institutions as well as individual users in the Greater China region.

£ RXM@E N

BRI EESR QR (B8R - A2
TR AE@]))AEEEEL EEaRAE
AEEBPREELNEAT ENHER I
EEERNEENE-ABNATEEERE
EHMASLZRAER ([BI£K]) ETH
LinuxBE R AT REREE RZTT—F
+ Rt (BRERR 8119) - BNAF £ & Y
BEARE S/PEAE([HRNR]) REE
BEEEEBEEMB AR ERIEBBRE -
£ @ EHAOE S KIRK 81 Thizlinuxig &
En EREAREGEBERS st
B FIRAB-NBRAFRENELZER
BEEBEEEE TAESR I BERHEEH
BREME &S

ENERIF—E R DA LR ER G R AR
EASGF hEEREEEEEEMmS-
ThizLinux/2 £ B & 1T i 2 B R ELinuxiR 1EE
BB RERSEMBEIEARL - AEE
DEBHELINBFLNWXEERER 2EBLE
HE B RRE ESER- SR THE
YN EEATE - EERE AR AEE
Efme

EBERLnxERZENEE SR ASP
NECRERERNSEENFORES T
ZUnuxHEFR BREREETE M #HE-
EIRE EZHEEREGCBERS B8
RRABEEBNEEHEEZINERERR
Z% 2 ThizLinuxE & °

HEBESE AEEREE BERTEY
RERER-FEEEBTHE OEMEEE
B RThizLinuxEEF R AT EER
K RECE HEREBENREARFREH
EPHEERRE-



Corporate Milestone

Mar 2003 Joint hands with City University of Hong Kong to promote
education and technology advancement of Linux

Feb 2003 Signed agreement with China Electronic Information
Application Education Center of China Ministry of
Information Industry to establish the National [.T. Training
and Examination Management Office to nurture 175,000
professionals on information technology in three years

Dec 2002 Introduced a series of ThizLinux training course with
Peking University

Sep 2002 Introduced ThizLinux courses with Beijing Normal
University

Aug 2002 Released ThizServer 6.0 and ThizLinux Desktop 6.2; Joint
LinuxWorld Conference and Exposition
Established an education alliance of open-source software

in China

Jun 2002 Cooperated with IBM in Taiwan to launch the SOS Office

Suite

Apr 2002 Launched ThizLinux Desktop 6.0 and ThizOffice 3.0

Feb 2002 Established strategic alliances with Elitegroup and

Chaintech

Jan 2002 Obtained ‘A+' rating from PRC’s Standardisation of

Information Technology Committee
Oct 2001 Upgraded ThizLinux Desktop to 5.0 version

Jul 2001 Listed on the GEM of the Stock Exchange of Hong Kong

Limited
May 2001 Launched ThizOffice 2.0
May 2000 Launched ThizLinux Desktcp 1.0
Dec 1999 Established the Hong Kong headquarter
Jun 1998 Company Established

Major Subsidiaries
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Business Development

The Group is committed to enhancing software development and -

exploring wider product market arcund the world in its business plan.
Having founded a solid base in Greater China, the Group is targeting
global business by following seven significant directions.

1.  Develop Supercomputer on Linux

Developing supercomputers running on Linux is one of the most
visionary strategies of the Group. Thiz focuses on this highly
potential market by actively working with famous universities
and research institutes. The parties collaborate to develop Linux
supercomputers supporting Chinese for the Greater China
market.

2. Implement e-Government

An increasing number of government departments and
enterprises are using Linux software and solutions. The trend
attracts Thiz to the e-government business by providing ancillary
solutions and services, plus safe, secure and stable online
services.

3.  Design Solutions for Enterprises

With the Group’s strong R&D and marketing background, Thiz
understands the real needs of different enterprises. The Group
introduces highly scaleable and cost effective solutions for
enterprises to raise cost effectiveness.

4, Introduce Distance Education

To help nurturing Linux talents in China, Thiz and Beijing Normal
University join together and introduce distance courses on
ThizLinux Desktop System and ThizOffice suite to teachers from
orimary and secondary schools.

5. Innovate Linux Education Model

The Group has established an education &lliance of open-source
software in China, with the support and cooperation from various
official organisations and tertiary institutions like China Ministry
of Information Industry and Beijing Normal University. The alliance
aims at promoting Linux on tertiary education and nurturing
experts in system administration and software development in
China.
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Business Development

Establish International Strategic Alliance

The Group is dedicated to establishing strategic alliances with
internationally rencwned system integrators and software
developers, such as IBM, HP, Oracle, Sybase, Sun
Microsystems. Thiz works closely with its partners to expand
the sales channels through software bundling and OEM projects.

Expand Sales Channels

To explore a larger market around the world, the Group has
joint partnership with various distributors from China, Hong Kong,
Taiwan, Macau, Japan, Korea and Malaysia. The Group also
devotes to developing sales channels in Europe and the America
for further penetration.

Major Sectors of Cooperation and Development

Governments and public organisations

Facilitating cost saving and working efficiency within governments
and public bodies is always a priority. The Group has been
working closely with the Information Technology Services
Department (ITSD) of the HKSAR on product improvement and
software localisation. Currently the Civil Aviation Department is
a valuable customer.

In China, the Group has also established amiable relationship
with various government departments and public organisations
10 set up a strong foothold.

Educational institutions

The Group has promoted the usage of Linux through participating
in seminars co-organised with tertiary institutions including Hong
Kong Baptist University, Vocational Training Council and
Construction Industry Training Authority. A wide range of
educational activities was also conducted in conjunction with
primary and secondary schools to introduce ThizLinux.

In China, the Group has established an education alliance of
cpen-source software with Peking University and Beljing Normal
University. This will set the ball rolling on promoting Linux
applications.
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Business Development

Partners and Client List

]

China

| BB Education
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Hong Kong

| ¥ & Education

Buddhist Leung Chik Wai College
CCC Chuen Yuen College

CCC Kei Yuen Coliege

City University of Hong Kong
Cheung Chuk Shan College

Kau Yan College

PLK Yao Ling Sun College

Sha Tin Government Secondary School
St. Paul Co-ed College

TWGH Yow Kam Yuen College
TWGH S.C. Gaw Mem. College

B BEFRGE

Government & Organisations
Hong Kong Council of the Church of Christ
in China
Hong Kong Federation of Education Workers
Hospitality & Leisure Asia
Information & Technology Services
Department of HKSAR
The Hong Kong Metals Manufacturers
Association
E Mk
EEERINE
EEBEHEEER®

[ | B E BB Enterprises

APS Technical Company

Business & Industrial Trade Fairs Limited
Columbia CP (HK) Ltd.

Cyber-net Enterprises Company

Fairly Company

Fung Yu Electrical and Machinery Co., Ltd.
Helix International Limited

Hing Tal Hong Paper Limited

HP

iBM

Infolead Dynamic Limited

Oracle

Philip Design Studio

PI Electronics (Hong Kong) Ltd.

Property Care Management Service Limited
Rooteck Co. Ltd.

Sound Works

Sunwave Co. Ltd.

Sun Microsystems

Sybase

TVB
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Business Development

Linux, the Global Trend Linux— KB Fri8

“IBM has pumped billions of dollars into its Linux development
efforts and has had success in areas such as getting Linux to
work better on high-end machines with numerous processors.”

[CNET News.com 3rd January, 2003])

“The Chinese government has consistently promoted its local
software based on Linux, both for cost reasons, and reportedly
for 'security’ concerns as well. The source code for proprietary
software is not revealed, and this, it is believed, has not found
favour with the Chinese, especially in defence and security related
applications.”

[Times News Network 9th October, 2002]

...... In China, the development of Linux is a different story. The
general application of information technology has not started
until recently. Therefore the influence of Windows is not a
problem in the country. Led by the government, the usage of
Linux application is not only found in government departments,
but also in enterprises from different industries and educational
institutions.”

[translated from Ming Pao 2nd January, 2003]

“Peru, though, is not alone. Finland, home to Linux, recently
completed trials of open source use in their government offices.
Germany and France have adopted Linux in government projects.
Closer to home, Thailand and Korea are rolling out localised
versions of Linux and office productivity suites to government
agencies. The list goes on: New Zealand, China, Taiwan, UK -
these countries have all adopted Linux in major initiatives.”
[INQ7.net 16th August, 2002]

“The States, France, Germany, Finland are proactively adopting
initiatives for research, application development and promotion
of Linux. India also developed Simputer online calculator based
on Linux for developing countries.”

[translated from E &t B BRI EER 2 A])

[IBM2E X ELinux * W EHEEA AR
BMESHRESPFEBRLwWwEEES
WEBTEBETS -]

[ 2 5 CNET News.com 2003.1.3]

[P BEEATEERENA LN ERHA
RO BRERKNEZEREAR
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AETEABZZER SHEEH
B RREHFEAER-]

[ 32 8 Times News Network 2002.10.9])
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Linux © |

(32 5INQ7.net 2002.8.16]
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Business Development

Linux, the Global Trend (Cont’d)

. “Linux continues to be increasingly important-if nothing else, as
a viable alternative when speaking to Microsoft,” Kusnetzky said.
[CNET News.com 10th December, 2002]

. According to IDC's data, the market of Linux servers grew 28%
at 2002 when compared to 2001. The markets of Windows
servers and Unix servers only grew 12% and 5% respectively.
In other words, Linux enjoys the largest growth rate among
server operating systems.

XBERRERK

Linux— KREFi8 (&)

Kusnetzkysi: [Linux®IEZ H H 1R
7+ & Microsofthd o 89 M — F] 17 8
o

[:Z B8 CNET News.com 2002.12.10]
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Linux, the Trend in China Linux— 1 B 18 &

Fig.1 Product structure of China's Linux market Fig.2 Industrial distribution of Linux usage in China
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Corporate Information

Head Office and Principal Place of Business
Unit 502-505, 5/F., Tower 3

Enterprise Square, 9 Sheung Yuet Read

Kowloon Bay

Hong Kong

Registered Office

Ugland House, South Church Street
P. O. Box 309, George Town
Grand Cayman

Cayman lslands

British West Indies

Company Website

www.thizgroup.com

Principal Share Registrar

Bank of Butterfield International (Cayman) Ltd.
Butterfield House, Fort Street

P. O. Box 705

George Town

Grand Cayman

Cayman Islands

Hong Kong Branch Share Registrar
Tengis Limited

Ground Floor, Bank of East Asia Harbour View Centre
56 Gloucester Road

Wanchai

Hong Kong

Principal Banker

The Hongkong and Shanghai Banking Corporation Limited
Tsimshatsui Branch

82-84 Nathan Road

Tsimshatsui

Kowloon, Hong Kong

Legal Advisers

As to Hong Kong law
Cheung, Tong & Rosa
Rooms 1621-33, 16th Floor
Sun Hung Kai Centre

30 Harbour Road

Hong Kong
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Corporate Information

As to Cayman Islands law

Maples and Calder Asia

1504 One International Finance Centre
1 Harbour View Street

Hong Kong

Auditors

PKF

26th Floor
Citicorp Centre
18 Whitfield Road
Causeway Bay
Hong Kong

Company Secretary and Qualified Accountant
Mr. Chan Sai Yan, ACCA

General Information

Listing . Growth Enterprise Market of
The Stock Exchange of
Hong Kong Limited

Listing Date 27th July, 2001

Nominal Value HK$0.01 per share

Stock Code:
Hong Kong

Stock Exchange : 8119
Reuters o 8119.HK
Bloomberg o 8119 HK

Announcement of
2003 Results 23rd June, 2003
Annual General
Meeting ¢ 30th July, 2003

Financial Year End 31st March
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Notice of Annual General Meeting

NQOTICE IS HEREBY GIVEN that the Annual General Meeting of the
Shareholders of Thiz Technology Group Limited (“the Company”) will
be held at Unit 502-505, 5th Floor, Tower 3, Enterprise Sguare, 9
Sheung Yuet Road, Kowloon Bay, Kowloon, Hong Kong at 2:30 p.m.
on Wednesday, 30th July, 2003 to transact the foliowing ordinary
businesses:

1. to receive and consider the consolidated audited financial
statements and the reports of the directors and auditors for the
year ended 31st March, 2003;

2. to re-elect the retiring directors and authorise the board of
directors to fix their remuneration; and

3. to re-appoint auditors and authorise the board of directors to
fix thelr remuneration.

and by way of special business to consider, and if thought fit, pass
with or without amendments the following resolutions:

As Ordinary Resolutions
4. “THAT:

4.1, subject to paragraph 4.3 of this Resolution, and pursuant
to the Rules Governing the Listing of Securities on The
Growth Enterprise Market of The Stock Exchange of Hong
Kong Limited, the exercise by the Directors of the
Company during the Relevant Period (as hereinafter
defined) of all the powers of the Company to allot, issue
and deal with additional shares in the capital of the
Company and to make or grant offers, agreements and
options which might require the exercise of such powers
be and the same is hereby generally and unconditionally
approved,

4.2. the approval in paragraph 4.1 of this Resolution shall be
in addition to any other authorisation given to the
Directors and shall authorise the Directors during the
Relevant Period to make or grant offers, agreements and
options which might require the exercise of such powers
after the end of the Relevant Period;

4.3. the aggregate nominal amount of share capital allotted
or agreed conditionally or unconditionally to be allotted
(whether pursuant to options or otherwise) by the
Directors pursuant to the approval in paragraph 4.1 of
this Resolution, otherwise than pursuant to (i) a Rights
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Notice of Annual General Meeting

4.4,

Issue (as hereinafter defined); or (i) the grant or exercise
of any option under the option scheme of the Company
or any other option, scheme or similar arrangement for
the time being adopted for the grant or issue to officers
and/or employees of the Company and/or any of its
subsidiaries of shares or rights to acquire shares of the
Company; or (iii) any scrip dividend or similar arrangement
providing for the allotment of shares in lieu of the whole
or part of a dividend on shares of the Company in
accordance with the Articles of Association of the
Company in force from time to time; or (iv) any issue of
shares in the Company upon the exercise of rights of
subscription or conversion under the terms of any existing
warrants of the Company or any existing securities of
the Company which carry rights to subscribe for or are
convertible into shares of the Company, shall not exceed
20% of the aggregate nominal amount of the share capital
of the Company in issue at the date of the passing of
this resolution and the authority pursuant to paragraph
4.1 of this resolution shall be limited accordingly; and

for the purpose of this Resolution, “Relevant Period”
means the period from the date of the passing of this
Resolution until whichever is the earliest of:

(a) the conclusion of the next annual general meeting
of the Company;

(o) the expiration of the period within which the next
annual general meeting of the Company is required
by the Memorandum and Articles of Association
of the Company, or any other applicable law of
the Cayman islands to be held; and
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(c) the passing of an ordinary resolution by the
shareholders of the Company in general meeting
revoking or varying the authority given to the

Directors by this Resolution.

“Rights Issue” means an offer of shares in the
Company, or offer or issue of warrants, options
or other securities giving rights to subscribe for
shares open for a period fixed by the Directors to
holders of shares in the Company on the register
on a fixed record date in proportion to their
holdings of shares (subject to such exclusion or
other arrangements as the Directors may deem
necessary or expedient in relation to fractional
entitlements, or having regard to any restrictions
or obligations under the laws of, or the
requirements of, or the expense or delay which
may be involved in determining the existence or
extent of any restrictions or obligations under the
laws of, or the requirements of, any jurisdiction
applicable to the Company, or any recognised
regulatory body or any stock exchange applicable

to the Company).”

5. “THAT:

5.1,  subject to paragraph 5.2 of this Resolution, the exercise
by the Directors during the Relevant Period (as defined
in Resolutions 4.4 set out in the Notice of this Meeting)
of all powers of the Company to purchase its shares on
The Growth Enterprise Market of The Stock Exchange of
Hong Kong Limited or any other stock exchange on which
the shares of the Company may be listed and recognised
by the Securities and Futures Commission and The Stock
Exchange of Hong Kong Limited for such purpose, and
otherwise in accordance with the rules and regulations
of the Securities and Futures Commission, The Stock
Exchange of Hong Kong Limited or of any other stock
exchange as amended from time to time and all applicable
laws in this regard, be and the same is hereby generally

and unconditionally approved;
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5.2. the aggregate nominal amount of shares of the Company
which may be purchased by the Company pursuant to
the approval in paragraph 5.1 of this Resolution during
the Relevant Period shall not exceed 10% of the
aggregate nominal amount of the issued share capital of
the Company as at the date of the passing of this
Resolution and the authority pursuant to paragraph 5.1
of this Resclution shall be limited accordingly; and

“THAT conditional upon resolutions neos. 4 and 5 above being
passed, the unconditional general mandate granted to the
Directors of the Company to allot, issue and deal with additional
shares and to make or grant offers, agreements and options
which might require the exercise of such powers pursuant to
resolution no. 4 above be and is hereby extended by the addition
thereto of an amount representing the aggregate nominal amount
of the share capital of the Company repurchased by the
Company under the authority granted pursuant to resolution no.
5 above, provided that such amount shall not exceed 10% of
the aggregate nominal amount of the issued share capital of the
Company at the date of the passing of the said resolution.”

As Special Resolutions

“THAT the Articles of Association of the Company (the “Articles”)
be amended:—

7.1. by deleting the entire interpretation of the term
“recognised clearing house” in Article 2 of the Articles
and substituting the following:-

“recognised clearing house” shall mean a clearing house
recognised by the laws of the jurisdiction in which shares
of the Company are listed or quoted in a steck exchange
in such jurisdiction;

7.2. by inserting the words “Notwithstanding anything
contained in these Articles, where more than one proxy
is appointed by a member which is a recognised clearing
house (or its nominee(s)}), each such proxy shall have
one vote on a show of hands” in the eleventh line of
Article 85 of the Articles after the word “register”; and
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7.3. by inserting the words “deemed to have been duly
authorised without further evidence of the fact and be”
in the fourteenth line of Article 96(b) of the Articles before

»on

the words “entitled to”.

By Order of the Board

Thiz Technology Group Limited
Chan Sai Yan

Company Secretary

Hong Kong, 30th June, 2003

Principal place of business:

Unit 502-505, 5th Floor, Tower 3,
Enterprise Square, 9 Sheung Yuet Road,
Kowloon Bay, Kowloon,

Hong Kong

Notes:-

D]

A member who is a holder of two or more Shares, and who is entitled to
attend and vote at the Annual General Meeting is entitled to appoint
more than one proxy or a duly authorised corporate representative to
attend and vote in his stead. A proxy need not be a member of the
Company. Completion and return of the form of proxy will not preclude
a member from attending the Annual General Meeting and voting in
person. In such event, his form of proxy will be deemed to have been
revoked.

A form of proxy for the Annual General Meeting is enclosed. In order to
be valid, the form of proxy together with the power of attorney or other
authority, if any, under which it is signed, or a notarially certified copy of
such power or authority, must be deposited at the Branch Share Registrar
of the Company in Hong Kong, Tengis Limited, at Ground Floor, Bank of
East Asia Harbour View Centre, 56 Gloucester Road, Wanchai, Hong
Kong not less than 48 hours before the time for holding the Annual
General Meeting or any adjournment thereof.
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Financial Highlights i mE
2003 2002
—EEZF ZET-F
HK$’'000 HK$'000
FERT FET
Results EE
~ Turnover — & 64,152 30,392
— Profit attributable to shareholders - BRERREF 7,135 428
- Earnings per share - Basic (in cents) —&RERN —HEEX GBW) 0.43 0.03
- Diluted (in cents) —EE B 0.43 0.03
Financial Position B 38 K
- Total assats —BEE 40,381 28,375
- Total liabilities —®BBE 9,906 3,087
— Shareholders’ funds -fFEES 30,475 25,338
Financial Ratios B tb R
— Current ratio — Rt & 6.12 7.76
- Gross profit margin —BERER 76% 46%
- Net profit margin — BB 11% 1%

- Gearing ratio -~ BEEBELE 32% 12%
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Chairman’s Statement

The year 2002 was definitely an exciting year and Linux entered its
twelfth year of development. Not only its performance in server
application being recognised by the government and commercial sectors
and believed to secure a double-digit annual growth rate in the future,
Linux also gained recognition from the general public for its desktop
application. Thiz Technology Group Limited has always been committed
to the development of Linux desktop operating systems and its
applications, and gives full supports to the Government’s initiatives of
Linux application promotion and development. Following the formation
of "Thiz Free Software Education Alliance” in 2002, a comprehensive
Linux training programme named Thiz BEST was developed in order to
train professionals in Linux applications development in a progressive
manner. The letter “B” in Thiz BEST represents the Basic programmes,
which focused on Linux desktop systems and office application software.
The letter “E" represents Expert programmes, which emphasises network
administration, system administration and network security. The letter
“S” represents Software engineering programmes, which cover principles
concerning Linux databank and Linux kernel development, in addition
to PHP and Perl used in Linux software as well as C programming and
the Java language used in Linux development. The letter “T” represents
Technical solution programmes, which mainly consisted of knowledge
in development technology transfer, including advanced kernel
development technology, embedded systems technology and system
security technology.

Our mission is to provide training to nurture talents and we, by the way
of it, make contributions to the country. Having entered into agreements
with more than 30 tertiary institutions, e.g., Peking University, Beijing
Normal University, Xian Jiaotong University, Guangzhou Zhongshan
University, for incorporation of our ThizLinux training programmes into
their curriculums, we will not walk alone along the path of Linux. Efforts
of Thiz are all considered as beneficial to our country, cur people and
the Group ourselves, achievements will certainly be seen.
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Chairman’s Statement

Looking Ahead

The future for Linux is bright. Linux education is becoming more popular.
The adoption of Linux among enterprises is also on rapid increase.
Governments around the world have been shifting to the Linux platform.
Thiz, as the leader in Linux applications in the Asian region, and among
the top three in the world together with Red Hat from U.S.A. and SuSE
from Germany, is at the best position to lead the market with
phenomenal growth.

We have updated and distinctive guality products in the marketplace.
Thiz is the first Linux applications provider in Asia to receive LSB 1.3
certification for our ThizLinux Desktop 7.0. Qur Thizlinux training
courses are recognised by a number of universities. Thiz is also the
authorised institute that can issue a China nation-wide certification on
Linux, including Hong Kong. Government departments in China, Taiwan
and Hong Kong are now using Thiz products. We also partner with
heavy weight partners, such as IBM, HP, Oracle, Sybase, Sun
Microsystems.

Coupled with our total Linux solutions and “Seven Core Businesses”
approach, Thiz provides a wide range of services that looks after Linux
starter to the most sophisticated users of Linux applications. Thiz is
Linux. Linux is Thiz. This one-stop total solutions approach will continue
to put Thiz in a leading position in the enterprises, SMEs, government
and education sectors.
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Managemént Discussion and Analysis

BUSINESS REVIEW

Despite the substantial improvement in the results of the Group
compared to the corresponding period in 2002, the Group continues
to actively explore sales and business opportunities, as well as cut
down costs and enhance its market competitiveness. The Group is
committed to enhancing software development and exploring wider
product market around the world in its business plan. Having founded
a solid base in Greater China, the Group is targeting global business
by following seven strategic directions characterised by the “Seven
Core Businesses”, namely (i) Development of Supercomputer on Linux;
(i) Implementation of e-Government; (i) Design solutions for enterprises;
{iv) Introduction of distance education; (v} Innovation of Linux Education
Model; (vi) Establishment of internaticnal strategic alliance; and (vii)
Expansion of sales channels.

Following the direction of the “Seven Core Businesses”, the Group has
been making effort to upgrade its cwn products. Other than the upgrade
of ThizLinux Desktop from Version 6.0 to Version 7.0, ThizOffice from
Version 3.0 to Version 4.0 and ThizServer from Version 6.0 to Version
7.0, we have launched new application software including Thiz Anti-
Virus Desktop 7.0, Thiz Database (Personal Edition) and Thiz Database
(Enterprise Edition) as well as other Highly Available Cluster Applications.

For government sector, the Group was successfully recognised as
desktop solution grovider for anti-virus software, desktop system and
office application system by the Hong Kong Government. For business
sector, the Group has formed partnership with several well-known
companies including IBM, HP, Oracle, Sybase and Sun Microsystems.
For education sector, over 100 primary and secondary schools have
used our products and certain training centres including Accom
Education Centre, Hong Kong Federation of Education Workers,
Spherion Education Lid. and Heung To College of Professional Studies
started to provice training courses on ThizLinux. As to tertiary
institutions, the Group has entered into an agreement with Gity University
of Hong Kong and agreed to set up an Linux examination centre. The
Group has also received positive response from other universities. It is
believed that courses on ThizLinux will be listed as core or optional
programmes in these institutions in the coming future. In addition, Hong
Kong Productivity Council and Hong Kong Science and Technology
Parks Corporation will incorporate ThizLinux into their organisation
environment, and set up training centre.
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Management Discussion and Analysis

BUSINESS REVIEW (Cont’d)

Besides, the Group also made substantial progress in developing its
business in the PRC. The Group has cooperated with Shaanxi Province
government to interface ThizLinux with its e-government office and
information center, and has provided training to 350 civil servants. In
Shenzhen, the Group became the executive of Shenzhen Software
Industry Association, which would promote and broaden the cooperation
on the application of Linux. The Group has also entered into an
agreement with China Electronic Information Application Education
Center, an organisation under China Ministry of Information Industry, in
respect of co-formation of National I.T. Training and Examination
Management Office in Beijing. It is expected to train 175,000 talents in
three years. Participating in “1+1+1 Project”, a campaign co-organised
by the Group's subsidiary — Beljing Thiz Junye Software Co., Ltd. and
Training School of Beijing IT Industry Promotion Center. The Group
provided training programmes to Beijing government for around 100
Linux teachers, 1,000 Linux engineers and 10,000 Linux users.

For education sector, the Group has entered into agreements with over
30 tertiary institutions including Peking University, Beijing Normal
University, Beijing Institute of Technology, Northeastern University, Xian
Jiaotong University and Guangzhou Zhongshan University to incorporate
courses on ThizLinux and Thiz BEST as core or optional programmes.
After attaining and passing the examination, "International Certificate”
and “National Certificate” will be issued by the Group and China
Electronic Information Application Education Center respectively to the
students. We believe that universities, tertiary institutions and computer
vocational schools in the PRC will be the perfect channsls for the
promotion of the use of ThizLinux.

FINANCIAL REVIEW
Financial highlights

The consolidated turnover of the Group for the year ended 31st March,
2008 was HK$64,152,000 (2002: HK$30,392,000), representing an
increase of 111% compared to the previous year. The increase in
revenue of the Group was substantial and was brought by the sale of
computer products and the distribution of Group’s Linux based software
preducts during the year.

In line with the increase in turnover, gross profit for the Group increased
from HK$13,833,000 in 2002 to HK$48,768,000 in 2003, while the
gross profit margin increased from 45.5% to 76.0%. The major reason
for the sharp rise was due to the increase in the distribution of Linux
based software products that had a much higher profit margins.
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FINANCIAL REVIEW (Cont’d)
Financial highlights (Cont’d)

During the year, provision for doubtful debts of HK$11,109,000 had
been made for several outstanding trade debtors. The Group had
actively taken procedures to demand settlements and will take legal
actions in case necessary.

Total operating costs were approximately HK$31,025,000 (2002:
HK$13,426,000). As a percentage to turnover, this represent a slight
increase from 44.2% in 2002 to 48.4% in 20083.

Profit attributable to shareholders and earnings per share for the year
were HK$7,135,000 (2002: HK$428,000) and HK$0.43 cents (2002:
HK$0.03 cents) respectively. Net profit margin increased from 1.4% in
2002 to 11.1% in 2003. The increase was also a result of the increase
in distribution of Linux based software products.

Segment information

The Group is principally engaged in two business segments in two
geographical regions. The Group presented its segment information
based on nature of their operations and the products and services they
provided.

Financial resources and liquidity

As at 31st March, 2003, shareholders’ funds of the Group amounted
to HK$34,475,000 (2002 HK$25,338,000). Current assets amounted
to HK$36,145,000 (2002: HK$23,565,000), of which HK$1,212,000
(2002: HK$14,615,000) were cash and bank deposits. Current liabilities
of HK$5,906,000 (2002: HK$3,037,000) mainly comprised of its trade
payables, other payables and accruals, and amounts due to Directors.
Current ratio of the Group was 6.1 (2002 7.8).

As at 31st March, 2003, the Group had net current assets of
approximately HK$30,239,000 (2002; HK$20,528,000). The Directors
considered the Group’s liquidity position was healthy.
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Management Discussion and Analysis

FINANCIAL REVIEW (Cont’d)
Gearing ratio

The gearing ratio calculated on the basis of total liabilities over
shareholders’ funds as at 31st March, 2003 is 32.5% (2002: 12.0%).
The increase was due to the issue of HK$4,000,000 unlisted convertible
notes and increase in funds advanced from the Directors during the
year.

Unlisted convertible notes

On 17th January, 2003, the Group issued HK$4,000,000 unlisted
convertible notes bearing interest rate of 2.5% per annum, with maturity
at 16th January, 2008. The notes are convertible into new shares of
the Company at a conversion price of HK$0.04 per share. Proceeds
from the issue of unlisted convertible notes had been used as general
working capital of the Group. Full particulars of the convertible notes
are set out in the announcement dated 17th January, 2003.

Exposure to foreign exchange risk

The functional currencies of the Group’s operations are Hong Kong
dollars, Renminbi (“RMB") and New Taiwan Dollars (“NT$"). The Directors
consider that the potential foreign exchange exposure of the Group is
limited.

Charges on assets and contingent liabilities

As at 31st March, 2003, the Group had no charges or pledge of assets
and material contingent liabilities.

Capital commitments

On 28th March, 2002, a joint venture agreement was entered into by
the Company, Eaglemax International Investment Limited (“EIIL"), a
company wholly owned by Mr. Wong Hoi Wong, and Beijing Normal
University (“BNU”) in relation to the formation of a sino-foreign equity
joint venture, JingShi ThizLinux Laboratory Stock Company (the “JV”).
Pursuant to the joint venture agreement, the Company, EHL and BNU
are committed to contribute RMB15,000,000, RMB15,000,000 and
RMB20,000,000 respectively for their respective interests of 30%, 30%
and 40% in the JV. However, there is no payment schedule specified
in the joint venture agreement.
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FINANCIAL REVIEW (Cont’d)

Capital commitments {Cont’d)

On 3rd June, 2002, the Company, EIIlL and BNU entered into a joint
venture supplemental agreement whereby the three parties agreed to
set up/develop the 100 JingShi Thizlinux Internet Course Programs
(the “Programs”). Under the joint venture supplemental agreement, each
of the Company and EllL is committed to investing RMB10,000,000 for
the development of the Programs whereas BNU is not required to
invest capital but will be responsible for the development, design of
the courses and the provision of course contents. There is no investment
schedule specified in the supplemental agreement.

At 31st March, 2003, the Group and the Company had capital
commitments contracted for but not provided for in relation to the
formation of the JV amounted to RMB15,000,000 (2002: Nil} and the
development of the Programs amounted to RMB10,000,000 (2002: Nil)
in the PRC.

Employees and remuneration policies

Human resource capital is a major resource of the Group. The Group
recognised this by providing substantial opportunities cn the job, and
encourage personal development and training of the staff.

As at 31st March, 2003, the Group had about 80 employees, including
Directors of the Company. Total staff costs for the year under review
including Directors’ remuneration amounted to approximately
HK$15,071,000 (2002: HK$10,222,000). The overall workforce had been
very stable and turnover rate remains very low. The staff were
remunerated based on their work performance, professional experience
and prevailing market practices. In addition to basic salaries and
Mandatory Provident Fund scheme, the Group also offered staff benefits
including medical insurance, share options, perfermance bonus and
sales commission,
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USE OF PROCEEDS FrBFERR

KRAFIR _ET—F - AETEEMBEITH
B ERBENBKEBEREIRL A
26,000,000 T - FM FT B RIEF H#
26,000,000/ 7T F - # 5,100,000/ T
F}5,000,0008 T B BIERKRE 2 HINE

The proceeds from the issue of new shares of the Company pursuant
to a placing in July 2001 after deduction of related expenses, amounted
to approximately HK$26,000,000. Included in the above net proceeds
of HK$26,000,000, approximately HK$5,100,000 and HK$5,000,000
was planned to provide additional working capital of the Group and
reserve for future investment opportunities or contribution to other joint EEeFBIEHEE UILEEBIREREN
ventures for the development of Linux solutions respectively. The METLNXBR AT RTEEME R AT M
remaining net proceeds was planned and applied up to 31st March, BREFEHIBRCSELTE TREE
2003. The excess amount used had been financed by the above- TR =F-AR=-+—HILBHER-HEH

mentioned working capital and reserve.

ERS s AL EERES RERR L

Originally
planned up to
31st March, 2003*

Amount

utilized up.to
31st March, 2003

BZE BE
—EE=F —EE=ZH
=B=+—-81 =ZB=+-H1i
B E & EBAEE
HK$' 000 HK$’000
FET FAET
Contribution to the joint ventures to develop EEESE T ERBLnux
application software on Linux EREH 4,000 3,494
Setting up sales office in Beiling EARBIHERER 3,000 4,684
Marketing and promotion THEEEREE 3,000 4,068
Enhancement of the Group’s existing 2 R A EIE A LinuxE R
Linux products 2,000 6,393
Development of web applications and other HEEEEAEARER
computing products/services THES RS 500 3,433
Purchase of hardware equipment BEBEHRE 400 759
Total & 12,900 22,831
- Amounts are extracted from the Company’s prospectus dated 20th July, * EE B EARBREE—FLFZ

2007 issued in relation to the Company's placing and proposed listing

of shares on GEM.
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PROGRESS AGAINST BUSINESS OBJECTIVES

Develop and improve ThizLinux

HERUNRDERFOLInuXRES

Develop application software on
Linux platform with joint venture
partners

HEERFHEMBLIFERER
B

Business objectives
up to 31st March, 2003
as stated in prospectus

EEERAMM
BE-ZET=%=A
St-BRZEXBE

—  lLaunch ThizLinux desktop
version to run in Japanese
- Launch ThizLinux desktop
version to run in italian and

German

— HHETBEZEZThizlinuxE @
i

- WHRETEAFERERE
ThizLinux & & ik &

—  Launch the accounting software
that runs on Linux

- Distribute the accounting
software that runs on Linux in the
PRC

- Start development work of web-
based education platform with
Yuan Wang

- Continue development of web-
based education platform with
Yuan Wang

— HHMLUnux EBREZSFHEHE

- EHESHERUNnxEBREZE
EHEHE

- HEYRFEALHEETAET
T

- HEZRERBELHZETAR

EEE N i BTN

XBERRERERE FZttix

Actual business progress
up to 31st March, 2003
HE-Z2Z=F
=ZA=+-Bx2
BEREKER

~ It has been completed and
launched

- It has been completed and
launched

— BRI

- DEKALEN

{

The plan to develop the software
in house has been suspended
and is in the process of locating
suitable partners

- ditte

in the course of studying the
possibility of developing in house
- ditto

- EMEEHBE-RSEEME
BIEBH

- RBkL

- EHRBABEBEZATE

- Bkt
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Management Discussion and Analysis EEENTmEDN
PROGRESS AGAINST BUSINESS OBJECTIVES ERECHEREKEE 2LE
(Cont’d) (%)

Develop Linux compatible web
application software based on
features of the Group’s portals

BEXEBAPEL 2HEEE
MELNIRBRALERES

Marketing strategies

WG R R

Business objectives

up to 31st March, 2003 Actual business progress

as stated in prospectus up to 31st March, 2003

BERRAM BEZE-_Z2E2=fF

BE—_ZET=-F=j ZA=t—-8=z2

=St+-BZEKAER BERAEBEE

- Develop and launch Linux - The project is expected to be
compatible e-shop software with completed in mid 2003

uploading function

- HEBERELGEELHEHNEZ - RYEZEELER_TE=ZEFF
LnuxZ B E FBEEEH FERK

- Road show tour in the PRC to - The Group is actively promoting
promote the Group’s Linux Linux products in various
products universities and educational

institutions in the PRC through
providing courses on ThizLinux

- Joint promotion with Yuan Wang - Software development plan with

and Great Asia Yuan Wang and Great Asia has

been suspended. Instead, the
Group itself is making much
effort in promoting and upgrading
its line of Linux products

- PHEREFTHCGEEERELRSE — BEPEHEThizLinuxE IR 1E -
B 2 LinuxZE fa KEEEDAEZ2BRLERER
HERERS
- BEREREBETEEED - HBRPRTHOSFEBEIE

EEE SEZREARITESR
RTEHEFTE A F /) Linux
E @i
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Biographical Details of Directors and Senior
Management

EXECUTIVE DIRECTORS

Mr. Lin Chien Hsin

Chairman

Mr. Lin, aged 49, graduated from the Economic Faculty of Taiwan
University and had involved in research studies in Harvard and Standford
Business Schools. He had been the Vice President of Holtek
Semiconductor Manufacturing Co., Ltd. Besides, he had also been
the Chief Financial Officer of United Microelectronics Corporation, a
semi-conductor manufacturer whose shares are listed in the Stock
Exchange of Taiwan, and had been working there for about 18 years.
He has in-depth knowledge in financial management. He was appointed
as Executive Director and Chairman of the Group on 24th December,
2002.

Ms. Wanzi Huang

Deputy Chairman

Ms. Wanzi Huang, aged 28, is the Deputy Chairman and a founder of
the Group. She had about 6 years’ experience in computer trading and
international trading. She is responsible for marketing the Group's Linux
products to computer manufacturers in the U.S.. Ms, Huang graduated
with a Bachelor's Degree in Administration in Fundagao Getulic Vargas
in Brazil.

Mr. Wong Hoi Wong

Executive Director

Mr. Wong Hoi Wong, aged 48, is an Executive Director and a founder
of the Group. Mr. Wong has over 23 years' experience in sales and
marketing, in particular in electronics and computer industries. Mr.
Wong was the Chairman of Association of Electronic Components
industry of Taipel from 1990 to 1993. He oversees the sales and
marketing strategies of the Group. Mr. Wong graduated from the
Department of Industrial Management of Tamsui Oxford College in
Taiwan with a diploma.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Ms. Li Zhe

Ms. Li Zhe, aged 33, is a qualified PRGC lawyer. Ms, Li graduated with a
Bachelor’s Degree in Economic Law from Zhongshan University, the
PRC, a Master’'s Degree of Business Administration from Murdoch
University, Australia and a Postgraduate Diploma in Law from the
Manchester Metropolitan University of the United Kingdom. Ms. Li has
served a number of law firms in the PRC and Hong Kong. She was
appointed as an independent non-executive Director in July 2001,
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Biographical Details of Directors and Senior
Management

INDEPENDENT NON-EXECUTIVE DIRECTORS
(Cont’'d)

Mr. Kwok Ming Wa

Mr. Kwok Ming Wa, aged 41, is the Director and Vice President of
Beijing - Hong Kong Academic Exchange Centre which has been set
up for the promotion of exchange and cooperative work in academic
and technological areas between Hong Kong and the PRC. He used to
be a member of the executive committee of Hong Kong New Generation
Cultural Association. Mr. Kwok graduated from the Peking University,
the PRC with a Bachelor’s Degree in Petrology and Geochemistry and
a Master's Degree in Remote Sensing Technology. He was appointed
as an independent non-executive Director in July 2001.

SENIOR MANAGEMENT

Ms. Chan PRing

Ms. Chan Ping, aged 41, the General Manager of the Group and is
responsible for the strategic planning, management and business
development on Linux Education. Ms. Chan has about 10 years of
experience in science and technology management in PRC and
company operation management in Hong Kong. Ms. Chan graduated
with a Bachelor's Degree in Geochemistry from Peking University, the
PRC, and a Master's Degree in Computer Mathematics from China
Academy of Geology Science. She joined the Group in March 2002.

Mr. So King Yan )

Mr. So King Yan, aged 28, is the R&D Manager of the Group, overseeing
Linux development projects. Mr. So has over 10 years of experience in
computer and Linux programming. He graduated from The Chinese
University of Hong Kong with a Bachelor’s Degree and Master of
Philosophy Degree in Computer Science and Engineering, and had
conducted research on mobile file system in Linux. Prior to joining the
Group in August 2001, he had involved in the design and development
of a marketing platform based on J2EE technology using Weblogic and
Oracle on Linux platform. He also tutored undergraduate computer
courses on Linux at The Chinese University of Hong Kong.

Mr. Chan Sai Yan

Mr. Chan Sai Yan, aged 28, is the Accounting Manager of the Group,
and Company Secretary, Qualified Accountant and Authorised
Representative of the Company, and is responsible for the Group's
accounting and finance functions. Mr. Chan has over 6 years of
experience in accounting and finance in Hong Kong. He graduated
with a Bachelor's Degree in Accountancy from The Hong Kong
Polytechnic University, and is an Associate Member of Association of
Chartered Certified Accountants. He joined the Group in December
2002.
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Directors’ Report

The directors have pleasure in presenting their annual report together
with the audited financial statements of the Company and the Group
for the year ended 31st March, 2003,

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal activities
of its subsidiaries are set out in note 13 to the financial statements.

RESULTS AND DIVIDEND

The results of the Group for the year ended 31st March, 2003 are set
out in the consolidated income statement on page 43.

The directors do not recommend the payment of any dividend in respect
of the year ended 31st March, 2003.

FINANCIAL SUMMARY

A summary of the results, assets and liabilities of the Group for the
four years ended 31st March, 2003 is set out on page 0.

FIXED ASSETS

The Group purchased fixed assets amounted to approximately
HK$1,474,000 during the year. Detalls of movements in fixed assets of
the Company and the Group are set out in note 12 to the financial
statements.

CONVERTIBLE NOTES

Details of the principal terms of the convertible notes issued during the
year are set out in note 26 to the financial statements.

SHARE CAPITAL

Details of movements in the Company’s share capital during the year
and the reason thereof are set out in note 23 to the financial statements.
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Directors’ Report

PRE-EMPTIVE RIGHTS

There are no provisions for the pre-emptive rights under the Company’s
Articles of Association, or the laws of the Cayman Islands, which
would obiige the Company o offer new shares on a pro-rata basis to
existing shareholders.

RESERVES

Details of movements in the reserves of the Company and the Group
during the year are set out in note 25 to the financial statements and
the consolidated statement of changes in equity on page 48
respectively.

DISTRIBUTABLE RESERVES

As at 31st March, 2003, the Company's distributable reserves
amounted to HK$11,426,000.

PURCHASE, SALE OR REDEMPTION OF SHARES

During the year, the Company repurchased certain of its shares on
The Stock Exchange of Hong Kong Limited and these shares wers
subsequently cancelled by the Company. The repurchase of the
Company’s shares during the year were effected by the directors,
with a view to benefiting the shareholders as a whole by enhancing
the net assets value per share and earnings per share of the Company.
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Details of the shares repurchased are as follows:— FREDRGHFBUNT:

Number of
ordinary

shares of Price per share Aggregate

Date of repurchase HK$0.01 each Highest Lowest  consideration
BREE

00182 BERER

JEE B & EBERHA BS BIE BRE

HK$ HK$ HK$

T BT & TT

16th August, 2002 —EE-_FNAR+RE 8,440,000 0.238 0.235 1,899,000

Except for the foregoing, neither the Company nor any of its
subsidiaries purchased, sold or redeemed any of the Company’s listed
securities during the year,
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DIRECTORS

The directors who held office during the year were:—

Executive directors:
Mr. Lin Chien Hsin
Mr. Wong Hoi Wong
Ms. Wanzi Huang
Mr. Li Sze Tang

{appointed on 24th December, 2002)

(resigned on 5th December, 2002)

Independent non-executive directors:
Ms. Li Zhe
Mr. Kwok Ming Wa

In accordance with Article 116 of the Company’s Articles of Association,
Ms. Wanzi Huang shall retire and, being eligible, offers herself for
re-election at the forthcoming annual general meeting.

Ms. Li Zhe and Mr. Kwok Ming Wa were not appointed for a specific
term as they are subject to retirement and re-election at the Company’s
Annual General Mesting in accordance with the Company’s Articles of
Association.

In accordance with Article 99 of the Company’s Articles of Association,
Ms. Li Zhe and Mr. Kwok Ming Wa shall retire and, being eligible, offer
themselves for re-election at the forthcoming annual general meeting.

DIRECTORS’ SERVICE CONTRACTS

No director has a service contract with the Company which is not
determinable by the Company within one year without payment of
compensation, other than statutory compensation.

DIRECTORS’ INTERESTS IN CONTRACTS

Apart from the transactions as disclosed in note 32 to the financial
statements, no other contracts of significance to which the Company
or any of its holding companies or subsidiaries was a party and in
which a director of the Company had a material interest subsisted at
the end of the year or at any time during the year.
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DIRECTORS’ INTERESTS IN SECURITIES

At 31st March, 2003, the interests of the directors in the share capital
of the Company, as recorded in the register maintained by the
Company pursuant to Section 29 of the Securities (Disclosure of
Interests) Ordinance (the “SDI Ordinance”), were as follows;—

—Fr-¥y DBNWERARARAA

EFEeH&

ZT=FZR=+—H BEIEH (BE

3 ) BOKRTEEY

NERREMAR BEEADR AP
BzB=mmT:

Number of shares held and nature of interests

FiEROBEREREE

Personal Family Corporate Other
Name of director interests interests interests interests
EEEE BAER Rk PNGIEE = Hibigs
Lin Chien Hsin PRI 250,000,000 - - -
Wong Hol Wong (Note) Tl () - - - 360,000,000
Wanzi Huang BHH 69,725,000 - - -
Note: These shares are registered in the name of Eaglemax International MsE: 3% Z B 15 Jh BA Eaglemax International

Investment Limited (“EllL"), a company owned by Intelligent
Management Limited (“IML") as the trustee of Intelligent Management
Discretionary Trust, a family discretionary trust, the objects of which
include Mr. Wong Hoi Wong, his family and any charity in the world.
As at 31st March, 2003, Mr. Wong Hoi Wong held the entire issued
share capital of IML.

The interests of the directors in the share options of the Company are
separately disclosed in the section headed “Share option scheme”
below.

Save as disclosed above, none of the directors or their associates
had any personal, family, corporate or other interests in the equity
securities of the Company or any of its associated corporations as
defined in the SDI Ordinance.
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SHARE OPTION SCHEME

The Company operates a share option scheme (the “Scheme”), which
was adopted pursuant to a resolution passed on 6th July, 2001, for
the purpose of providing incentives and rewards to eligible participants
who contribute to the success of the Group’s operations. Eligible
participants of tha Scheme include any full-time executive director or
employee of a company within the Group. The Scheme shall remain in
force for 10 years from 6th July, 2001 during which the directors may
make offer to grant share options to eligible participants.

Pursuant to the terms of the Scheme, the maximum number of share
options permittec to be granted is an amount equivalent, upon their
exercise, to 10% of the Company’s shares in issue as at the date of
commencement of dealings of the Company’s shares on the Growth
Enterprise Market of The Stock Exchange of Hong Kong Limited (the
“GEM") unless further shareholders’ approval has been obtained (See
remark (i), and the maximum number of shares issuable under share
options to each participant in the Scheme shall not exceed 25% of the
maximum number of share options which may be granted under the
Scheme (See remark (ii)).

Remarks: Since the adoption of the Scheme on 6th July, 2001,
amendments have been made to Chapter 23 of the Rules
Governing the Listing of Securities on the GEM (the “GEM
Listing Rules”) in respect of Share Option Scheme whereby
if the Company wishes to continue to grant options under
the Scheme on or after 1st October, 2001, it must also
comply with the requirements set out therein.

(i) with effect from 1st October, 2001, the maximum
number of the Company’s shares which can be
granted under the Scheme and any other schemes
must not exceed 10% of the Company’s shares in
issue at the date of approval.

(i) with effect from 1st October, 2001, the maximum
rnumber of the Company’s shares which can be
granted to each participant must not in any 12-month
period exceed 1% of the Company’s shares in issue.
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SHARE OPTION SCHEME (Cont’d)

Any grant of share opticns to a connected person (as defined in the
GEM Listing Rules) must be approved by the independent non-
executive directors. Where share options are proposed to be granted
to a connected person who is also a substantial shareholder (as
defined in the GEM Listing Rules) of the Company, or any of his/her
respective associates, and the proposed grant of share options, when
aggregate with the options already granted to that connected person
in the past 12-month period, would entitle him/her to receive more
than 0.1% of the total issued share capital of the Company for the
time being and the value of which is in excess of HK$5 million, then
the proposed grant must be subject to the approval of shareholders
of the Company in general meetings.

The consideration for the grant of an option is HK$1 gach. An option
may be exercised at any time during a period as determined by the
directors which shall not be less than three years and not more than
ten years from the date of acceptance of options offered under the
Scheme by the grantee.

—FE-sry DRMNWEEARAH

BRESE (E)

BHEEAL(TERAERLETHRA) VLT
B E N ARG B IERNITE S Z B i
BABBEALRARAIERE(FERAE
MEPHI) HBESTAHBATELIER
EOmBRELZEREAZZEEATERE
T EASHEER L ZBRERNBERS
BESHEAQAERBCRITRABELS
0.1% BiBRE{EE A 5,000,000 L % IE
AT BERERERRBEESAATNREER
RAeHE HAER-

BOHRLEZBRERBRVET MEBRET
REEETE  BMERITE HRAEE
BEAERABBETEREEHES TOIR=
FRXTEBTF-

A summary of the movements of the share options granted under the FAREFEBRL 7 ERESDHMRE T
Scheme during the year is as follows:—
Number of share options
BREHE Price of
Outstanding Company's
Outstanding Lapsed and vested Exercise shares at
as at during as at Date of price Exercise date of
Grantee 1.4.2002 the year 31.3.2003 grant per share period grant
RZBEZF
R-ZBE-F =B=+-E ERARG
RmA—-H RER HEM =1 REHBHE
AREA i R ®M B ARTE BEE8 THEE gd ZB#
(Note 2) (Note 3) {Note 1) (Note 4)
HK$ HK$
(Hi5E2) (BHi#E3) (F&1) (FiEa)
BT BT
Executive director
HITES
Mr. Wong Hoi Wong 1,640,000 - 1,640,000 21st 0.315 30th June, 3.15
FaEEs November, 2002 to 29th
2001 June, 2012
IEE-F “ERCZE
+-A=+—-8 ~E=zTHEZ
ZE-CZF
AAZTAE
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SHARE OPTION SCHEME (Cont’d)

Number of share options

EF

&

BlrEsTE (|

)

BREHE Price of

Outstanding Company’s

Qutstanding Lapsed and vested Exercise shares at

as at during as at Date of price Exercise date of

Grantee 1.4.2002 the year 31.3.2003 grant per share period grant

R-ZBBZF

R-EEBEZF ZhA=+-H KAERH

mA—-8 RER BEM R REHEH

AEA HRTE x¥ R ITE REAE TRE TR 2B’

{Note 2) {Note 3) (Note 1) (Note 4)

HK$ HK$

(H13E2) (P 3E3) (Fi7E1) (B 52 4)

BT BT

Ms. Wanzi Huang 16,540,000 - 16,540,000 21st 0.315 30th June, 3.156
BRBZT November, 2002 to 20th
2001 June, 2012
ZEE-F ZZEC-F
+—A-+—8H ~A=Z+EZR
—E--&
AAZ+AB

Mr. Li Sze Tang 3,280,000" (3,280,000) - 21st 0.316 30th June, 3.15
Fegrs November, 2002 to 29th
2001 June, 2012
—EE-F “ET-F
+—RZ+—-8 AAZTHE
“E-Z%
NAZTNE

2 employees 18,180,000 (18,180,000) - 21st 0.315 30th June, 3.15
{excluding Mr. Li Navember, 2002 to 20th
Sze Tang's spouse) 2001 June, 2012
WEEE (MBS ZEE-F ZEBRCE
MitEEE @) +—A=+-8 REZTHE
TE-ZF
AAZ+AA

39,640,000 (21,460,000) 18,180,000
- The number of share options granted to Mr. Li Sze Tang included * MEBEEREBREHESIEERB

1,640,000 share options granted to Mr. Li Sze Tang's spouse who was
also a former employee of the Group.

(MAEREERES) FTER Z 1,640,000
1 EERS#E -
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SHARE OPTION SCHEME (Cont’d)

The exercise price is to be determined by the directors in its absolute
discretion but in any event not less than the highest of (i) the nominal
value of the shares of the Company; (i} the average of the closing
prices of the shares of the Company on the GEM for the five trading
days immediately preceding the date on which the relevant option is
granted to the employee; and (iii} the closing price of the shares of
the Company on the GEM on the date on which the relevant option is
granted.

Note:

1. The share options are fully vested on 30th June, 2002.

2. The number of share options has been adjusted for the subdivision of
the Company’s shares on 23rd January, 2002.

3. The exercise price of the share options has been adjusted for the
subdivision of the Company’s shares on 23rd January, 2002.

4. The price of the Company’s shares disclosed as at the date of the

grant of the share options is the closing price on the GEM on the
trading day immediately prior to the date of grant of the options.

During the year, 21,460,000 share options fapsed because the
grantees ceased their employment with the Group.

No share option was granted and cancelled during the year.

At 31st March, 2003, the number of shares to be issued under share
options granted under the Scheme was 18,180,000, representing
1.10% of the issued share capital of the Company.

DIRECTORS' RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Apart from those as disclosed under the section headed "Directors’
interests in securities” and in note 24 to the financial statements, at
no time during the year was the Company or any of its holding
companies or subsidiaries a party to any arrangement to enable the
Company's directors, their respective spouse or children under 18
years of age to acquire benefits by means of the acquisition of shares
in or debentures of the Company or any other body corporate.

=58 DRNHEEARLT

ERESTE ()

EENRABHPBEECITEE EER N
AR BERTH=ZEPREENARATRNE
B (ARTBRNEERNES R AHERE
ZHAMARRZEREIERZFEHEME &
(IVAEARBRHRBELEEEERESHEZAR
Rz W& e

-

ERER_ZT-FRFZTHR2ERAR
AFRE-

2. BRERAERARIAR-_EF_F-A=
TZRAETROFAMEL AR

3. BREZITREERERER_ZER_F—
R+ =8RTROFERMIELBE-

4. FREALFRBRMNELERERNZER
TDERNPREERLEREAHINRZH
HEERZWTEE-

21,460,00013 BN F REAR AR ER A
SEZTBMRRe

FALERLREHETABRE:

MRZZEZEZE=ZA=+—8 REBEFEELZ
AR T RITIRDE B 518,180,00088 15
DB BEEITIRAT.10% °

EEBARDIES ZEF

BREIXEEREF RS RMBEERME
QAR B SN A DB S E AR T M
BLanFAREERTATHE REALA
EEQHSSEZEBHTN\BNTZFRHE
EREARQAREAEMEZABBROUES
mESH &
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SUBSTANTIAL SHAREHOLDERS

At 31st March, 2003, the following interests of 10% or more of the
share capital of the Company were recorded in the register of interests
required to be kept by the Company pursuant to Section 16(1) of the
SDI Ordinance:—

Name

2B A

EllL EllL

Applied Component i RE R AR 17
Technology Corporation BR DA

Lin Chien Hsin R

Save as disclosed above, no other person had registered an interest in
the share capital of the Company that was required to be recorded
pursuant to Section 16(1) of the SDI Ordinance.

MANAGEMENT SHAREHOLDBERS’ INTERESTS

Save as disclosed under the sections headed “Directors’ interests in
securities” and “Substantial shareholders” above, as at 31st March,
2003, no other person was individually and/or collectively entitied to
exercise or control the exercise of 5% or more of the voting power at
general meetings of the Company and was able, as a practical matter,
to direct or influence the management of the Company.

MAJOR CUSTOMERS AND SUPPLIERS

During the vear, the purchases from the five largest suppliers of the
Group accounted for approximately 86.32% of the total purchases of
the Group and the purchases from the largest supplier included therein
accounted for approximately 67.43%.

The sales to the five largest customers of the Group accounted for
approximately 89.32% of the total sales for the year and the sales to
the largest customer included therein accounted for approximately
72.95%.

None of the directors, their respective associates and shareholders of
the Company (which to the knowledge of the directors own more than
5% of the issued share capital of the Company) had any interest in any
of the five largest customers and suppliers of the Group for the year.

Number of shares held

EEEHRE

FTERR

RIEE=-F=ZFR=+—H RBELLAHE
BEERZENE16(1VERGEEZZEMF
TOEBARBRAFI0%H FEEZ E
EREWT:

Percentage of shareholding

ko EE BRED K
360,000,000 21.87%
324,340,000 19.70%
250,000,000 15.19%

BREXBBEEN BEEFEMALRER
ERAPEEARERBEEEGIIFE 1601)%
REEBLM2EE-

EEERRZES

REXEERESZERIRITERE]
PETFTEBEEN RZEE=F=ZRA=1T—
E-BEEmATEREERNR HARNAE
DAMEMBERAETESRRALZRER
REBLARALRERERETREEY
=k

TEERFPRUER

EXNRAAEBAEAEEFRRERBEEAS
EREAENS6.32% WA ABEENE
HEBRIME#167.43% ©

AEEOOLAREFHNBEELHFEHELAR
£8932% MEANBEF & AE
#972.95%-

BRESHH BEERRRZBITRESRNA L
CER REXRGIBREALTRACRRE
REABBEFEEEAIATS RHER
hEAEAEE
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CONNECTED TRANSACTIONS

Details of connected transactions under the GEM Listing Rules during
the year are set out in note 32 to the financial statements.

COMPETING INTERESTS

None of the directors, the substantial shareholders or the management
shareholders (as defined in the GEM Listing Rules) had any interests
in any business which competed with or might compete with the
business of the Group.

SPONSOR’S INTERESTS

As updated and notified by the Company’s sponsor, CSC Asia Limited
("CSC"), neither CSC nor any of its directors, employees or associates
had any interests in any shares of the Company or any member of
the Group, or any right to subscribe for or to nominate persons to
subscribe for the shares of the Company or any member of the Group
as at 31st March, 2003.

Pursuant to the sponsorship agreement dated 19th July, 2001 entered
into between the Company and CSC, CSC will act as the Company's
continuing sponsor for the period from 27th July, 2001 to 31st March,
2004,

COMPLIANCE WITH RULES 5.28 TO 5.39 OF THE
GEM LISTING RULES

The Company has complied with Rules 5.28 to 5.39 of the GEM
Listing Rules concerning board practices and procedures during the
year ended 31st March, 2003.

AUDIT COMMITTEE

The Company established an Audit Committee in August 2001 with
written terms of reference in compliance with Rules 5.23 to 6.25 of
the GEM Listing Rules. The duties of the audit committee are to
review and to provide supervision over the financial reporting process
and internal control system of the Group. The audit committee
comprises two independent non-executive directors, namely Ms. Li
Zhe and Mr. Kwok Ming Wa.

During the year, the audit committee has met four times to review the
results of the Group.
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AUDITORS

A resolution to re-appoint the retiring auditors, Messrs. PKF, is to be
proposed at the forthcoming general meeting.

On behalf of the Board
Lin Chien Hsin
Chairman

Hong Kong, 23rd June, 2003
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AUDITORS’ REPORT

26/F, Citicorp Centre
18 Whitfield Road
Causeway Bay
Hong Kong

To the members of
Thiz Technology Group Limited
(Incorporated in the Cayman Islands with limited liability)

We have audited the financial statements on pages 43 to 89 which
have been prepared in accordance with accounting principles generally
accepted in Hong Kong.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS
AND AUDITORS

The Company’s directors are responsible for the preparation of financial
statements which give a true and fair view. In preparing financial
statements which give a true and fair view, it is fundamental that
appropriate accounting policies are selected and applied consistently.

it is our responsibility to form an independent opinion, based on our
audit, on those statements and to report our opinion to you.

BASIS OF OPINION

We conducted our audit in accordance with Statements of Auditing
Standards issued by the Hong Kong Society of Accountants. An audit
includes examination, on a test basis, of evidence relevant to the
amounts and disclosures in the financial statements. [t also includes an
assessment of the significant estimates and judgements made by the
directors in the preparation of the financial statements, and of whether
the accounting policies are appropriate to the Company’s and the
Group's circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information
and explanations which we considered necessary in order to provide
us with sufficient evidence to give reasonable assurance as to whether
the financial statements are free from material misstatement. in forming
our opinion, we also evaluated the overall adequacy of the presentation
of information in the financial statements. We believe that our audit
provides a reasonable basis for our opinion.
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OPINION

In our opinion the financial statements give a true and fair view of the
state of the Company’s and the Group's affairs as at 31st March, 2003
and of the profit and cash flows of the Group for the year then ended
and have been properly prepared in accordance with the disclosure

requirements of the Hong Kong Companies Ordinance.

PKF
Certified Public Accountants

Hong Kong, 23rd June, 2003
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Consolidated Income Statement Faela8x
For the year ended 31st March, 2003 BEZ—F

2003 2002
—EEZHF —TE-F
Note HK$’000 HK$'000
L= FERT TET
Turnover R 4 64,152 30,392
Cost of sales 8 KA (15,384) {16,559)
Gross profit EF 48,768 13,833
Other revenue HEmgA 4 422 774
Provision for doubtful debts REEESB (11,109) -
Selling and distribution expenses HEMDHER (3,831) (605)
General and administrative expenses —MEITHER (27,194) (12,821)
Profit from operations bl 7,056 1,181
Finance costs B & R A (20) {(122)
Share of profit/(loss) of a jointly [EAE —EIHREH B E
controlled entity wF (B8 99 (625)
Profit before taxation B AR AT A 5 7,135 434
Taxation 13 8 - (8)
Profit attributable to shareholders % R A & A 9 7,135 428
Dividend A& 10 - -
Earnings per share BRAEF 11
- Basic (in cents) —EZ () 0.43 0.03
- Diluted (in cents) —#5E () 0.43 0.03
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Consolidated Balance Sheet
At 31st March, 2003

NON-CURRENT ASSETS
Fixed assets
Interest in a jointly controlled entity
Product development costs
Goodwill

CURRENT ASSETS
Inventories
Trade receivables
Other receivables, deposits and
prepayments
Amount due from a related company
Pledged time deposit
Cash and bank balances

DEDUCT:

CURRENT LIABILITIES
Trade payables
Other payables, accruals and
deposits received
Amounts due to directors
Taxation

NET CURRENT ASSETS
NET ASSETS
REPRESENTING:-
SHARE CAPITAL
RESERVES
SHAREHOLDERS' FUNDS

NON-CURRENT LIABILITIES
Convertible notes

Approved and authorised for issue by
23rd June, 2003

Lin Chien Hsin
mEH
Director

EE

FRBEE

Bl A& E

Frie — M ARERI B xEE
ERFENAR

EE

RBEE

7

8 g 8 R

Hinm IR e R
8 11 308

7By — R BRI A B 3UB
BEEEBER

AL RERGEE

"

REBEE

A ERE

E b Y5018 - FE ST 3R
REWERS

B EERE

BIR

REBEERFE
EEEFE
B

N

w1
BRRER

ERBRE
BE-Yes

the Board of Directors on

Wong Hoi Wong
FEE
Director

EZF

2003
—EE=F
Note HK$’000
M & F &t
12 1,603
14 -
15 2,633
16 -
4,236
17 302
18 31,287
3,338
19 6
20 1,212
36,145
21 540
2,009
22 3,345
12
________ 5,906
30,239
34,475
23 16,461
25 14,014
30,475
26 4,000
34,475
R-E
BIEELT

2002
—EFCZF

£

HK$’000
TAET

1,104
394
3,312

4,810

17
5,291

16,545

8,793

25,338

25,338

ZZFRAZT-HRESSHER




Balance Sheet
At 31st March, 2003

NON-CURRENT ASSETS
Fixed assets
Interests in subsidiaries

CURRENT ASSETS
Other receivables, deposits
and prepayments
Pledged time deposit
Cash and bank balances

DEDUCT:
CURRENT LIABILITIES

Other payable and accruals
Amount due to a director

NET CURRENT ASSETS
NET ASSETS
REPRESENTING:~
SHARE CAPITAL
RESERVES
SHAREHOLDERS’ FUNDS

NON-CURRENT LIABILITIES
Convertible notes

ERBEE
BEEE
iRy PN ko

RBEE
EMmERTE RS
KA 5
EERBEBFK
BeRRITER

o
THaE

E A PR A B3O8 R B A BB
RN —REEFHE

REBREEFEE
EEFHE
BE:

N

i
BRREE

ERBAE
AR EE

Approved and authorised for issue by the Board of Directors on

23rd June, 2003

Lin Chien Hsin
2

Director

EF

Wong Hoi Wong
T
Director

EF

—Zr=¢ry DRAWEGERAA

REARSR

RIEF=ZF=ZHA=+—8H

Note
BTt

12
13

22

23

25

26

2003 2002
—EECHF —EE_F
HK$°000 HK$’'000
FET FHET
142 250
31,382 33,617
31,524 33,867
1,037 436

- 300

28 730

________ 1,085 ... 1,486
380 1,051

238 -
__________ 618 1,051
447 415

31,971 34,282
16,461 16,545
11,510 17,737
27,971 34,282
4,000 -
31,971 34,282

R-BE=EX~E-_+T=-ARBESHAEL
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Consolidated Cash Flow Statement

For the year ended 31st March, 2003

CASH FLOWS FROM
OPERATING ACTIVITIES
Profit before taxation
Adjustment for:—
Interest income
Interest expenses
Provision for doubtful debts
Bad debts written off
Provision for inventories
Impairment loss of goodwill
Loss on disposal of fixed assets
Share of (profit)/loss of
a jointly controlled entity
Depreciation
Amortisation

Operating profit before working
capital changes

Increase in inventories

Increase in trade receivables

Increase in other receivables,
deposits and prepayments

Increase in amount due from a
related company

Decrease/(increase) in pledged
time deposit

(Decrease)/increase in trade payables
(Decrease)/increase in other payables,

accruals and deposits received
Increase/(decrease) in amounts
due to directors
Decrease in amounts due to
related companies
Effect on foreign exchange
rate changes

Cash used in operations
Interest received
Interest paid

NET CASH USED IN OPERATING
ACTIVITIES

Note
&

REXB2ATRE

BB A

BE:

FBMA

FlE X

REBE

B84 8 R

FERME

BEEAE

8 B A E AR

MR ARG %
CaF) /g

7E

B

EEAREHRIL
R

FEEM

8 U2 B TR 2% 1O

Hi MR RS
SSEERE- OBl

R —HBREEAR
FRIRIE A0

BEEREHERRD
(18 f0)

PR ERIE R ) /8

H RT3 B ANA R
BRE CRd) /i

FEREEREE N
CRL)

B BEQRRERD

SEERBHIVE
BEEBFARS
BRI &

B FLE

REEBMAREFE

2003 2002
—EE=F —ETF
HK$'000 HK$'000
FET FEL
7,135 434
(8) (179)

20 122
11,109 -
560 -

- 155

686 -

288 12

(99) 625

561 177

679 84
20,931 1,430
(285) (153)
(37,105) (5,049)
(556) (2,209)

(6) -

300 (300}
(366) 528
(74) 1,387
3,280 (1,834)

- 379)

1 5
(13,880) @ (6,574)
8 179

- (122)




Consolidated Cash Flow Statement

For the year ended 31st March, 2003

CASH FLOWS FROM INVESTING
ACTIVITIES

Advance to a jointly controlled entity

Payments to acquire fixed assets

Sales proceeds of fixed assets

Product development expenditure
incurred

Net cash outflow from acquisition
of a subsidiary

NET CASH USED IN INVESTING
ACTIVITIES

CASH FLOWS FROM FINANCING
ACTIVITIES
Placing of shares
Share issue expenses
Issue of convertible notes
Repurchase of shares

NET CASH FROM FINANCING
ACTIVITIES

NET (DECREASE)/INCREASE IN CASH

AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS
AT BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS
AT 31ST MARCH

ANALYSIS OF CASH AND
CASH EQUIVALENTS
Cash and bank balances

—EgE=

— = T

Note
ks

REEBZRERE

B F-HAHBEHEE
REBTEEEZNRK
HEBRTEEMBRA
ERMERX

WE-—RHBLAZ
ReRbFE 27

REZDFREEFR

METBHZRERE
BEERD

BB THX
BOTUBRERRE
BrRRm

RETH2HREFH

RERESEEEE
GRLA) /BIFE

RENzRERBEEHE
BB

R=ZAR=+—-—BZHER
Re&%ERA

ReRREEEBEEAN

RE RBITHER

7w E

BE-F

&R E &
ZSEZA=F—HIFE

(170)
(1,419)
105

(13,403)

14,615

1,212

1,212

F#% DRNMERBRIT

(1,002)
(1,147)

(3,396)

26,174

14,112

503

14,615

14,615




Thiz Technology Group Limited Annual Report 2003

Consolidated Statement of Changes in Equity FeaeBRFXEN x

For the year ended 31st March, 2003 I E TR FZACF—HUEFEE
Capital
Share Share  redemption Special Exchange Accumulated
capital premium reserve reserve reserve losses Total
EXER
kx  RHEE #E REHE EIRB EHEA @t

HK$'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HK$'000
TER TET TER TER TEL TET TEL

(Note 25(i))
(W 5 25())
At 1.4.2001 R-ZEE-EER-8 1 - - 380 - {11,573) (11,192)
Arising on the reorganisation AEHEXL 20 - - {20) - - -
Capitalisation of loans BREFERER
from shareholders 7 9,916 - - - - 9,923
Placing of shares RERH 2,600 - - - - - 2,600
Premium arising on placing REEERE - 28,340 - - - - 28,340
Share Issue expenses RAETHR - (4,766) - - - - (4,766)
Capitalisation issue ERLBT 13,917 (13,917) - - - - -
Exchange adjustment BEBNBALF
on translation of the HBREIER
financial statements of #E
foreign subsidiaries - - - - 5 - 5
Profit attributable to REEEET
shareholders - - - ~ - 428 428
At 31.3.2002 and R-EE-F
1.4.2002 ZR=+—-8
RZET-F
MA—H 16,545 19,573 - 360 5 (11,145) 25,338
Repurchase of shares BERR (84) (1,915) 84 - - (84) (1,999)
Exchange adjustment BRESHNHBELR
on tranglation of the HHBRRIER
financial statements of HE
foreign subsidiaries - - - ~ 1 - 1
Profit attributable to BREEERT
shargholders - - - ~ - 7,135 7,135
At 31.3.2003 R-Z2=%
ZA=+-8 16,461 17,658 84 360 8 (4,094} 30,475




Notes to Financial Statements
For the year ended 31st March, 2003

1. CORPORATE INFORMATION

The Company was incorporated as an exempted company with
limited liability in the Cayman Islands under the Companies Law
(Cap. 22 Law 3 of 1961, as consclidated and revised) of the
Cayman Islands on 6th December, 2000.

The shares of the Company were listed on the Growth Enterprise
Market of The Stock Exchange of Hong Kong Limited {the "GEM”)
on 27th July, 2001.

On 11th October, 2002, the United States Securities and
Exchange Commission approved the establishment of Level 1
American Depository Receipt (“ADR”) program for the Company’s
shares in the United States of America.

2. PRINCIPAL ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation of
these financial statements are set out below:-

(@) Basis of preparation

These financial statements have been prepared in
accordance with accounting principles generally accepted
in Hong Kong and comply with Statements of Standard
Accounting Practice (“SSAPs”) issued by the Hong Kong
Society of Accountants (*"HKSA”) and are prepared under
the historical cost convention.

In the current year, the Group adopted the following
applicable SSAPs issued by the HKSA which arg effective
for the current year’s financial statements:-

SSAP 1 (revised) . Presentation of financial
statements

SSAP 11 (revised) :  Foreign currency translation

SSAP 15 ({revised) : Cash flow statements

SSAP 34 . Employee benefits
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Notes to Financial Statements
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PRINCIPAL ACCOUNTING POLICIES (Cont’d)

Basis of preparation (Cont’d)

The effect of adopting the revised SSAP 1 is that the
requirement for presenting a statement of recognised
gains and losses has been changed to presenting a
statement of changes in equity. Accordingly, the
presentation in the current year’s statement of changes
in eguity has been modified in order to conform to the
requirements of the revised SSAP.

The main revision to SSAP 15 is to require the provision
of information about the historical changes in cash and
cash equivalents of an enterprise by means of a cash
flow statement which classifies cash flows during the
year into operating, investing and financing activities
whereas the old SSAP specifies two additional standard
headings: “Returns on investments and servicing of
finance” and “Taxation”. In addition, the definition of cash
equivalents for the purpose of the consolidated cash flow
statement has been revised.

The new SSAP 34 requires an enterprise to recognise
the service provided by an employee in exchange for
employee benefits to be paid in the future as a liability,
and when the enterprise consumes the economic benefit
arising from service provided by an employee in exchange
for employee benefits as expenses. The adoption of the
SSAP has not had any significant impact on these
financial statements.

The effect of adopting SSAP 11 (revised) is set out in the
accounting policies below.

M H KNS
BE-FE=5ZA=+—ALER

FEETHE (&)

REEE (&)

RABETNETESENSR
1RO FEEHERCERE
BERAABBRTBER-ELL &
FERFEDHRHNZESTAC
o URHEEEITEER

A E R

SHEBENFISHENETER
FRRURAERAERVIER
EHCENRESRRESER
BERNBELESY FTEFERNER
ERENERBERER KE
EBRRAEEE MRE®S
ERERR S/ TAMERE
HE [REDHRBEERMR]
EI#HEl R GERTRE
RERSEEEENEETD
{EHEE]

el ST BB ERE345 E K
CEBRMNESREREMS
REEXAMEERIRERE
B mM&ZERBNAEXZHE
ERFERBAEELEN S
SIFRAX RMZ BT BEHE
B EMHBHERUBECTHNE
REE-

RNGHEHEHE 1R (4
) HEHRENTERR
Txe




Notes to Financial Statements
For the year ended 31st March, 2003

2. PRINCIPAL ACCOUNTING POLICIES (Cont’d)

(b)

Basis of consolidation

The comparative consolidated financial statements have
been prepared using merger accounting by regarding
the Company as being the holding company of the Group
from the beginning of the earliest period prepared.

The consolidated financial statements incorporate the
financial statements of the Company and its subsidiaries
made up to 31st March each year.

The results of subsidiaries acquired or disposed of during
the year are included in the consolidated income
statement from the effective date of acquisition or up to
the effective date of disposal, as appropriate. All
significant intra-group transactions and balances have
been eliminated on consolidation.

Goodwill

Goodwill represents the excess of the purchase
consideration over the attributable share of the fair value
of separable net assets of a subsidiary at the date of
acquisition. Goodwill is stated in the consolidated balance
sheet at cost less aggregate amortisation and any
impairment losses.

Amortisation is calculated on a straight line basis over
its estimated useful life of not more than 20 years.

Segment reporting

A segment is a distinguishable component of the Group
that is engaged either in providing products or services
(business segment), or in providing products or services
within a particular economic environment (geographical
segment), which is subject to risks and rewards that are
different from those of other segments.
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Notes to Financial Statements J
For the year ended 31st March, 2003 &

1 % 8 & M 2
E-FF=EZ A= -HUFE

2.  PRINCIPAL ACCOUNTING POLICIES (Cont’d) 2. FESFHEBX (&)
(d)  Segment reporting (Cont’d) (d) DHEBPERE)

Segment revenue, expenses, results, assets and liabilities
include items directly attributable to a segment as well
as those that can be allocated on a reasconable basis to
that segment. Segment revenue, expenses, assets and
liabilities are determined before intra-group balances and
intra-group transactions are eliminated as part of the
consolidation process, except to the extent that such
intra-group balances and transactions are between group
enterprises within a single segment.

Segment capital expenditure is the total cost incurred
during the period to acquire segment assets (both
tangible and intangible) that are expected to be used for
more than one period.

Unallocated items mainly comprise financial and corporate
assets, borrowings, corporate and financing expenses.

Revenue recognition

Distribution income of Linux based software products
developed by the Group is recognised when the right to
receive payment is established.

Revenue from sale of goods is recognised when the
significant risks and rewards of ownership of goods have
been transferred to the buyer.

Commission income is recognsied when the services are
rendered.

iIncome from rendering of artwork and web design
services is recognised at the time the services are
provided.

Interest income is recognised on a time proportion basis,
taking into account the principal amounts outstanding
and the interest rates applicable.
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Notes to Financial Statements
For the year ended 31st March, 2003

2. PRINCIPAL ACCOUNTING POLICIES (Cont’d)

(f)

Fixed assets and depreciation

Fixed assets are stated at cost less aggregate
depreciation and impairment losses. The cost of an asset
comprises its purchase price and any directly attributable
costs of bringing the asset to its present working
condition and location for its intended use. Expenditure
incurred after the assets have been put into operation,
such as repairs and maintenance, is charged to the
income statement in the period in which it is incurred. In
situations where it can be clearly demonstrated that the
expenditure has resulted in an increase in the future
economic benefits expected to be obtained from the use
of the asset, the expenditure is capitalised as an
additional cost of the asset.

The gain or loss on disposal of the fixed assets
representing the difference between the net sales
proceeds and the carrying amounts of the relevant assets
is recognised in the income statement.

Depreciation is calculated to write down the costs of
fixed assets to their estimated residual values on a
straight line basis over the following estimated useful
lives:—

Computer equipment -
Office equipment -
Furniture and fixtures -

3 years
3 years to 7 years
5 years to 7 years

Subsidiaries

A subsidiary is an enterprise over which the Company
has contro! either directly or indirectly. Control is the
power to govern the financial and operating policies of a
company so as to obtain benefits from its activities.

Investments in subsidiaries are stated in the Company's
balance sheet at cost less any impairment losses. Income
from subsidiaries is recognised in the Company’s financial
statements on the basis of dividends declared by the
subsidiaries.
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Notes to Financial Statements
For the year ended 31st March, 2003

2. PRINCIPAL ACCOUNTING POLICIES (Cont’d) 2. FEBHHE(E)
(hy  Jointly controlled entity (hy HREZEHIE%E

{

A jointly controlled entity is a joint venture company which
is subject to joint control, resulting in none of the
participating parties having unilateral control cover the
econcmic activity of the jointly controlled entity.

The Group’s share of the post-acquisition results and
reserves of a jointly controlled entity is included in the
consolidated income statement and consolidated
reserves, respectively. The Group’s interest in a jointly
controlled entity is stated in the consolidated balance
sheet at the Group’s share of net assets under the equity
method of accounting, less any impairment losses.

Research and development costs

All research costs are charged to the income statement
as incurred.

Expenditure incurred on projects to develop new products
is capitalised and deferred only when the projects are
clearly defined; the expenditure is separately identifiable
and can be measured reliably; there is reasonable
certainty that the projects are technically feasibie; and
the products have commercial value. Product
development expenditure which does not meet these
criteria is expensed when incurred.

Deferred development costs are amortised using a
straight line basis over the expected economic useful
lives of the products, subject to a maximum period of
five years commencing in the year when the products
are put into commercial production.
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Notes to Financial Statements
For the year ended 31st March, 2003

2.  PRINCIPAL ACCOUNTING POLICIES (Cont'd)

0]

Impairment of assets

The carrying amounts of the Group’s assets are reviewed
at each balance sheet date to determine whether there
is any indication of impairment. If any such indication
exists, the asset's recoverable amount is estimated. An
impairment loss is recognised whenever the carrying
amount of an asset or its cash-generating unit exceeds
its recoverable amount. Impairment losses are recognised
in the income statement.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is determined on a weighted
average basis and includes all costs of purchase and
other costs incurred in bringing the inventories to their
present location and condition. Net realisable value is
the estimated selling price in the ordinary course of
business less the estimated costs necessary to make
the sale.

Leases

Leases are classified as finance leases whenever the
terms of the leases transfer substantially all the risks and
rewards of ownership to the lessee. All other leases are
classified as operating leases.

Rentals payable under operating leases are charged to
the income statement on a straight line basis over the
terms of the relevant leases.
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Notes to Financial Statements
For the year ended 31st March, 2003

2.  PRINCIPAL ACCOUNTING POLICIES (Cont’d)

(m)

Employee benefits

Salaries, annual bonuses, annual leave entitlements and
the cost to the Group of non-monetary benefits are
accrued in the year in which the associated services are
rencered by employees of the Group.

Obligations for contributions to retirement plans, including
contributions payable under the Hong Kong Mandatory
Provident Fund Schemes Ordinance and the People's
Republic of China (the “PRC”) central pension scheme,
are recognised as an expense in the income statement
as incurred.

Termination benefits are recognised when, and only when,
the Group demonstrably commits itself to terminate
employment or to provide benefits as a result of voluntary
redundancy by having a detailed formal plan which is
without realistic possibility of withdrawal.

When the Group grants employees options to acquire
shares of the Company for nil consideration, no employee
benefit cost or obligation is recognised at the date of
grant. When the options are exercised, equity is increased
by the amount of the proceeds received.

Convertible notes

Convertible notes are separately disclosed and regarded
as liabilities unless conversion actually occurs. The
associated finance cost is recognised in the income
statement on an accrual basis while the associated costs
of issue are charged immediately to the income statement
when it is incurred.
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Notes to Financial Statements
For the year ended 31st March, 2003

2. PRINCIPAL ACCOUNTING POLICIES (Cont’d)

(0)

Provisions

A provisicon is recognised in the balance sheet when the
Group has a legal or constructive obligation as a result
of a past event, and it is probable that an outflow of
economic benefits will be required to settle the obligation.
If the effect is material, provisions are determined by
discounting the expected future cash flows at a pre-tax
rate that reflects current market assessments of the time
value of money and, where appropriate, the risks specific
to the liability.

Contingent liabilities

A contingent liability is a possible obligation that arises
from past events and whose existence will only be
confirmed by the occurrence or non-occurrence of one
or more uncertain future event not wholly within the
control of the Group. It can also be a present obligation
arising from past events that is not recognised because
it is not probable that outflow of economic resources will
be required or the amount of obligation cannot be
measured reliably.

A contingent liability is not recognised but is disclosed in
the notes to the financial statements. When a change in
the probability of an outflow occurs so that outflow is
probable, they will then be recognised as a provision.
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2. PRINCIPAL ACCOUNTING POLICIES (Cont’d)

(q)

Foreign currency transiation

Foreign currency transactions during the year are
translated into Hong Kong dollars at the exchange rates
ruling at the transaction dates. Monetary assets and
liabilities denominated in foreign currencies are translated
into Hong Kong dollars at the market exchange rates
ruling at the balance sheet date. Differences on foreign
currency translation are dealt with in the income
statement.

in prior years, the financial statements of the Company’s
overseas subsidiaries are translated into Hong Kong
dollars at the market exchange rates ruling at the balance
sheet date. Exchange differences arising on such
translation are dealt with in the exchange reserve.

With effect from 1st April, 2002, with the introduction of
SSAP 11 (revised), the consoclidated financial statements
are prepared by using the net investment method such
that the balance sheets of the Company’s overseas
subsidiaries are translated into Hong Kong dollars at the
market exchange rates ruling at the balance sheet date,
while their income statements are translated at the
average exchange rates for the year. Any exchange
differences arising on such translation are dealt with in
the exchange reserve.

There is nc material impact to the financial results and
the financial position of the Group by the adoption of
this revised SSAP.

Deferred taxation

Deferred taxation is calculated under the liability method
in respect of the taxation effect arising from all timing
differences which are expected with reasonable probability
to crystallise in the foreseeable future. A deferred tax
asset is not recognised until its realisation is assured
beyond reasonable doubt.
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Notes to Financial Statements B R EWNS

For the year ended 31st March, 2003

PRINCIPAL ACCOUNTING POLICIES (Cont’d)
(s) Related parties

Parties are considered to be related if one party has the
ability, directly or indirectly, to control the other party or
exercise significant influence over the other party in
making financial and operating decisions. Parties are also
considered to be related if they are subject to common
control or common significant influence.

) Cash equivalents

Cash equivalents are short-term, highly liquid investments
which are readily convertible to known amounts of cash
and which are subject to an insignificant risk of changes
in value.

SEGMENT INFORMATION

Segment information is presented by way of two segment
formats: (i) on a primary segment reporting basis, by business
segment; and (i) on a secondary segment reporting basis, by
geographical segment.

The Group’s operating businesses are structured and managed
separately, according to the nature of their operations and the
products and services they provide. Each of the Group’s business
segments represents a strategic business unit that offers
products and services which are subject to risks and returns
that are different from those of other business segments.
Summary details of the business segments are as follows:—

(a) the software development segment engages in
development and sales of Linux based software products;
and

(b) the computer products segment engages in B2B
g-commerce in respect of trading of computer products.
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Notes to Financial Statements
For the year ended 31st March, 2003

3. SEGMENT INFORMATION (Cont’d)

In determining the Group’s geographical segments, revenues
are attributed to the segments based on the location of the
customers, and assets are attributed to the segments based on
the location of the assets.

(a) Business segments
The following tables present revenue, profit/(loss) and

certain assets, liabilities and expenditure information for
the Group’s business segments.

BB RKEE

BE-_EE=F=ZA=+—HUFE

3. 2EEXRGE

PEEASEZHESETES WA
DREFMESAE S AEREEAE

FrEE s -

(a) ¥%Bo

EE|

TR AEEREBE D Z
WACER (BB METE

E aERHAXER-

Software development Computer products Consolidated
BiEY ERER £e
2003 2002 2003 2002 2003 2002
“EE=f -ET-F EE-f “FFC-F C-BEZf -BECE
HK$'000 HK$'000 HK$'000 HK$'000 HK$’000 HK$’000
TER TER TER TER TER TER
Segmant revenue:- LECLON
Sales to external customers BETHREP 47776 13,905 16,376 16,487 64,152 30,392
Segmant results SBEE 19,452 4,927 (9,065) 2,339} 10,387 2,588
interest income FEBRA 8 179
Unallacated income FARKA 414 595
Unallocated expenses RPER (3,753) 2,181)
Profit from operations BERN 7,056 1,181
Finance costs BEKA 20} (122)
Share of profit/{loss) of BE-RLRTELE
a jointly controlled entlty w2/ (F8) 99 (625) 99 (625)
Profit bafors taxation BRAER 7,135 434
Taxation HE - (6)
Profit attrbutable to shareholders R RFE 5 7 7,135 428
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Notes to Financial Statements BB HE XN
For the year ended 31st March, 2003 BE_FE=ZFZF=+—RIFE
3. SEGMENT INFORMATION (Cont’d) 3. TEER (F)
(a)  Business segments (Cont’d) (a) HEKDEE)
Software development Computer products Unallocated Consolidated
HHEY gHER AR &a

2003 2002 2003 2002 2003 2002 2003 2002
“B%cF -TT-F CEBSE -Z3-F CZEZE “IE-F “E8Sf -TERCE

HKS000  HKS'000  HKS'000  HKS'000  HKS'00D  HKS'000  HKS'000  HK$'000
Tn  fELT  fRn  TER  THR AT TRR  TER

Segment asssts TBEE 33,958 11,731 4,674 14,759 - - 38,632 26,490
Interest in & jaintly BlE-HRREA

controlled entfty TEER - 304 - - - - - 394
Unallocated assets FOHEE - - - - 1,749 1,491 1,748 1,491
Total assets BEGE 33,958 12,125 4,674 14,759 1,749 1,491 40,381 28,375
Segment Jiabllities THEE 7,209 629 1,123 1,255 - - 8,332 1,884
Unallocated fiabiliies RARBE - - - - 1,574 1,153 1,574 1,153
Total liabilties BEAE 7,209 629 1,123 1,255 1574 1,153 9,906 3,087

Other segment information-  E# S EER:

Depreciation i 358 ] ® 1 111 45 561 7
Amortisation 3 504 84 175 - - - 679 84
1,240 261
Capital sxpenditure EARY 927 548 458 317 89 282 1474 1,147
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Notes to Financial Statements B ¥ #ExHE
For the year ended 31st March, 2003 BE _FFE-F-A=+—HiuZE
3. SEGMENT INFORMATION (Cont’d) 3. SEER (8)
(b}  Geographical segments (b) iESE

The following tables present revenue, assets and TRENAEE R S EE

expenditure information for the Group's geographical SN BERBEZER-

segments.

Hong Kong Talwan Others Consolidated
BE 4B AtiE &4

2003 2002 2003 2002 2003 2002 2003 2002
ZEBTE CETCF ZBESE BT C-F CBE-E CZSCE ZEECF “33CF

HK00D  HKE'000  HKS'000  HK$'000  HK$000  HKS'000  HKS'000  HKS'000
TRr TEx TER  TEL TERX TER FER  TEX

3

Segmant revenue:- RERA:

Sales to external customers BEFHREE 7080 12504 48,148 12,446 8,974 5350 64,152 30,392

Other segment information;- B S BER:

Segment assets NREE 35,063 22,155 1,530 2,285 3,788 3,985 40,381 28,375

Capital expenditure YR 157 825 446 148 871 374 1474 1,147
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4. TURNOVER AND REVENUE

Turnover represents the invoiced valug of computer products EEEEZ
sold and Group’s Linux based software products distributed,
commission income, artwork and web design services rendered,

—EZ-Fsy DRNFROERIE

HEHEEKE
BE-FF=F=/A=+—GULFE

4. EXRBRIRA

after allowances for returns and discounts and net of value- CBEE.

added tax.

An analysis of turnover and other revenue is set out below:—

Turnover:.—

Distribution of Group’s Linux based
software products

Sales of computer products

Commission income from sales of
computer products

Artwork and web design services income

Other revenue:—
Interest income

Other commission income
Sundry income

Total revenue

Tl

=
5 37 £ B LinuxEL (5 E &

HETHER

HEERERRB
AEBA

RUEEMRBERS
RIGUA

Hig A
B WA

Hi@Ba A
RIRMA

LONE

EEBRAMGKASHTOT:

MBERERFAM AREIEER
B ELENERRDHEEIRELNXEGE
S EEEACEREENRBERIRBRA

2003 2002
—gg=F T -F
HK$'000 HK$'000
TR FHR
47,776 13,888
16,376 16,484

- 3

- 17
.sas2 80882
8 179

- 219

414 376

i 422 B 774
64,574 31,166
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5. PROFIT BEFORE TAXATION

MEHEMNE
BE-ST=ESH=+—ALEE

Profit before taxation is arrived
at after charging/(crediting):~

Cost of inventories sold
Depreciation
Amortisetion of product development costs
Minimum operating lease payments:-
Land and buildings
Servers

Less: Amounts capitalised as product
development costs

Auditors’ remuneration

Staff costs (excluding directors’ emoluments)
Salaries and other benefits
Pension contributions

Less: Amounts capitalised as product
development costs

Impairment loss of goodwill

Interests on bank borrowings wholly
repayable within five years

Interest on convertible notes

Provision for inventories (Note #)

Provision for doubtful dsbts

Bad debts written off

Loss on disposal of fixed assets

Net exchange gain

Note #: The provision for inventories is included in cost of sales in the

income statement.

5. BR¥AI®R
2003 2002
ZEE=HF —EECF
K$°000 HK$'000
FET FET
BRIERTHFEMNER S (GTA)
T EIE:
EEGTERE 15,033 16,196
weE 561 177
B T R B A AN B 2 679 84
BERERERERE:
THREF 3,130 1,184
R AR 23 23 137
3,153 1,321
BORERFBBERE
BRERZEE - (194)
3,153 1,127
BEEME 228 313
EIRA(TEREESHS)
HFEREMIER 12,608 7,245
RN RN 342 238
12,950 7,483
B EERBERN
BREERCZEE - {2,057)
12,950 4,526
R E 686 -
ERAFEREBEREERS
RITEERN B - 122
BEAEEFI 20 -
FERE (M) - 155
REREE 11,109 -
EHMEER 560 -
LERTEERE 288 12
FEH U S8 (9) (45)

Ao

Mas FEBBITARBERZEEXR




Notes to Financial Statements #®
For the year ended 31st March, 2003 BE_FTFT=ZFZAR=

6.

—Frz-sry DRNWERERAA

DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS 6. EEZREEHE

T HIEFE

2003 2002
—BE=F —ETF
(a) Directors (a) EE HK$'000 HK$'000
FEx FET
Executive directors:— HMITEE:
Fees we - -
Other emoluments Hiwi&
Salaries and other benefits FeREMER 1,927 2,535
Pension contributions EREHR 14 24
1,941 2,559
Independent non-executive directorsi- BN IERITEE:
Fees i 180 180
Total directors' emoluments EEME BT 2,121 2,739

During the year, the newly appointed executive director
did not receive any emoluments. The other three (2002:
three) executive directors received emoluments of
approximately HK$1,039,000 (2002: HK$1,026,000),
HK$434,000 (2002: HK$1,026,000), and HK$468,000
(2002 HK$507,000) respectively. The two (2002: two)
independent non-executive directors received
emoluments of HK$90,000 (2002: HK$90,000) and
HK$90,000 (2002: HK$90,000) respectively.

The emoluments of the directors were within the following
bands:-

Nil to HK$1,000,000
HK$1,000,001 to HK$1,500,000

A director who resigned during the year waived
emoluments of approximately HK$257,000.

F%E1,000,0008 7T
1,000,001% 1,500,000/ 7T

FA-FEERITES L ERIRER
BE - ZHZR(ZTB=F =4)#
TEES B ELEN & 491,039,000/ 7T
(ZE T - F 1,026,000 L) *
434,000 T (ZF T =% 1,026,000
EIT) 4680008 T (BT &
507,000 7T) ME(ZEE %
Z)BMERTEZAS B DB
90,0008 T (ZFE 4 :90,000#
7o) R GO000E T (ZEE ZF:
90,000/ 7T ) °

E=MeTTUTHRE

Number of directors

EBAY
2003 2002
—EE-F —EBE_fF
5 3
1 2

FRABITZ - RESTHEHZO
257,000% 7T °
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6. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS B.

(Cont’d)
(b) Five highest paid employees

During the year, the five highest paid employees included
three (2002: three) executive directors of the Company,
details of whose emoluments are set out above. The
emoluments of the remaining two (2002: two) highest
paid employees were as follows:-

Salaries and other benefits HFeREMETN
Pension contributions EREHE

The emoluments of the employees were within the
following band:-

Nil to HK$1,000,000 = %1,000,0007% 7T

No emoluments were paid by the Group to the five highest
paid employees, including directors of the Company, as
an inducement to join or upon joining the Group or as
compensation for loss of office.

E=ESHS+—HIEE

EERESHME (B)

(b)

IEEEHES

ERN RAASSHFEERE=
Z(ZEE_F . =8) AR
HITEE HBe#BHN L
X-EBME(ZTEET _F M
Z)BRBHEREZHMs T

2003 2002

—8%=F  -TT-F

HK$'000 HK$'000

TR FER

1,079 866

18 23

1,098 889
EEHENTUTRE:

Number of employees

BEAH
2003 2002
—EE=F ~FE-F
2 2

FEEYTERTERSHESR
(BERRFRESE) MEHEIE
AEEMATMATEE 2 £
BamBaE oM
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PENSION SCHEME

The Group operates a defined contribution Mandatory Provident
Fund retirement benefits scheme (the “MPF Scheme”) under the
Mandatory Provident Fund Schemes Ordinance, for all of those
employees who are eligible to participate in the scheme. The
MPF Scheme has operated since 1st December, 2000.
Contributions are made based on a percentage of the employees’
basic salaries and are charged to the income statement as they
become payable in accordance with the rules of MPF Scheme.
The assets of the MPF Scheme are held separately from those
of the Group in an independently administered fund. The Group'’s
employer contributions vest fully with the employees when
contributed into the MPF Scheme.

The employees of the Company’s subsidiaries which operate in
the PRC are required to participate in a central pension scheme
operated by the local municipal government. The PRC
subsidiaries are required to contribute a percentage of its payroll
costs to the central pension scheme. The central pension
scheme is responsible for the entire pension obligations payable
to all retired employees and the Group has no further obligations
for the pension payments on post-retirement benefits beyond
the annual contributions.

During the year, the Group made pension contributions of
- HK$356,000 (2002: HK$262,000).

Fr=reg NBNFRDERAT

MEBHERKEE
CEFSEZAS+-ALERE

R EETE

ARERBREIEABEEEGD
%EFEEQ%T%%EEH%ZE%&@%
EREBIEAESRNENETE (%
Bestd8]) BREEFABE-_FTET
FT_RF-HRAER - AEEREE
EXFeansLELHER RERE
BIRBRTBIRANME A A RBERER
MMR-BBEAECEEFTRBEL
EEES BAREBEESARKE X
SERBREFEFLZEZ®"RRE
BREEME-

RHEERE 2 RAQAGINBLEEERE
SLEBREHTRAEEZBRRKE
E-mETENBAREARYEE D
b RIRARETBIE R - RiR
REHEEXNERBERREB A
BERAG - AEEDBBERFEHIMU
IZEKREBEENEBER-

FR-AEEELEARS 356,000
B (ZETEF:262,000ET) ©

TAXATION Bi1E
2003 2002
—EE=HF —EEC-E
HK$’000 HK$’000
FER FET

The Group e

Hong Kong profits tax EBFEH - =
Elsewhere HEiiE - 6




Thiz Technology Group Limited Annual Report 2003

Notes to Financial Statements
For the year ended 31st March, 2003

10.

TAXATION (Cont’d)

No provision for profits tax has been made as the Group has no
assessable profits for the year.

Taxes on profits assessable elsewhere in previous year have
been calculated at the rates of tax prevailing in the countries in
which the Group operates, based on existing legislation,
interpretations and practices in respect thereof.

No provision for deferred taxation has been made as the Group
did not have any significant unprovided deferred tax in respect
of the year.

The components of the unprovided deferred tax asset/(liability)
are as follows:—

Accelerated depreciation allowances
Unutilised tax losses

Net deferred tax asset

Net deferred tax asset has not been recognised owing to
uncertainty regarding the Group’s future operating results.

PROFIT ATTRIBUTABLE TO SHAREHOLDERS

Of the Group’s profit attributable to shareholders, a loss of
HK$4,312,000 (2002: HK$1,836,000) has been dealt with in
the financial statements of the Company.

DIVIDEND

No dividend has been paid or declared by the Company during
the year.

IR E 27 ER
AEBANAEE

BB KM
BE-FT=FZA=+—-OUFE

EIEHMIBEEEEE

10.

BIA ()

HRASEERAFELEBRT R
R e A SRR BE

HEEENEHMNERIDEAE
EEBAEBRR 2 RITHERIER?T
NE RRREE

ERFEENEREFELEEFER
ABBREERE HLEHRELRA
En @G-

ABBELRBEAE/ (BB BEMU
TEE:

2003 2002
—EBEEDHF TEE K
HKS$’000 HK$'000
T TET
(22) (43)

4,496 1,630
4,474 1,587

7R R B N 74 A A T 7 TR
HE ML ERREEHEEETE

% R FE 15 % A

R H B N E B 5 I F 0 4,312,000
BT (ZTE-F:1,836,00087T) B
BRELAMERRAERE-

i% B

AREREEEREREREREMA
Bz
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11.

EARNINGS PER SHARE

The calculation of the basic and diluted earnings per share for

the year is based on the following data:-

Earnings for the purpose of calculating
basic earnings per share

Effect of dilutive potential ordinary shares:—
Interest on convertible notes

Earnings for the purpose of calculating
diluted earnings per share

Weighted average number of ordinary shares
for the purpose of calculating basic
earnings per share

Effects of dilutive potential ordinary shares:—

Share options
Convertible notes

Weighted average number of ordinary shares
for the purpose of calculating diluted
earnings per share

The share options have no dilutive effect for the year because
the exercise price of the Company's share options was higher
than the average market price of the shares during the year.

TEFTCZEER

%R KK

HENFEOARRLT

HE_FE=F=ZFA=+—HUFE

1. BREF

REAFEE BRERNRBERNIR

BUTESBTHE:
2003 2002
—EE=ZF —EE_F
HK$'000 HK$'000
F& T FET
HTEERERAARFBAFR
7,135 428
BEr#ETARANSEE:
ABRERMNE 20 -
FESREERNANRTF
7,155 428
2003 2002
—EECZHE —EE-F
No. of shares No. of shares
g 1% &
HEEREXRETN
TERMNET SRS
1,649,251,000 1,571,158,000
BogETRiazTE:
BheE - 6,342,000
AR E & 20,274,000 -
HESREBEREAIN
TERBRMEFERE

1,669,525,000

1,677,500,000

¥ mE.

REAFE BEREUEEEXE B
ARRBRENTEESNAFER
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For the year ended 31st March, 2003 BE_EFE=F=ZA=+—HIEEF
12. FIXED ASSETS 12. BIEEE
Computer Office Furniture
equipment  equipment and fixtures Total
BAE BRR
EREE B ®E #it

HK$'000 HK$°000 HK$'000 HK$'000
FTAET FTET TET TAET

(i) The Group () XEHE
Cost:- XA
At 1st April, 2002 R-EE—
MmAE—AH 656 366 329 1,351
Arising on acquisition E Uz g —EH B LA
of a subsidiary mE & - 55 - 55
Additions RE 575 446 308 1,419
Disposals H & {(132) (11) (378) (521)
At 31st March, 2003 R-BB=F
ZEA=Et+t—-R 1099 . 86 . 349 2,304
Aggregate depreciation:- Bitir E:
At 1st April, 2002 RIEE-F
mA—H 160 46 41 247
" Arising on acquisition of W — M EBAD T
a subsidiary i E &£ - 21 - 21
Charge for the year FEERE 329 144 88 561
Written back on disposals HERE (55) @) (71) (128)
At 31st March, 2003 R-Z8E=F
=ER=+—-R 434 209 %8 701
Net book value:— BEEFE:
At 31st March, 2003 R-—22=fF
=ZA=+-8 665 647 291 1,603
At 31st March, 2002 RIBT-F

=A=+-8 496 320 288 1,104
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12. FIXED ASSETS (Cont’d)

(i) The Company

Costi~
At 1st April, 2002

Additions
Disposals

At 31st March, 2003

Aggregate depreciation:-
At 1st April, 2002

Charge for the year

Written back on disposals

At 31st March, 2003

Net book value:-
At 31st March, 2003

At 31st March, 2002

RETHE:
MA—B
AEEFE
HE®RD

R-B8B=F

=A=+-8

—ET=FEFE DRNMMEEOERAA

MEBHEEMNE
BE-TE=5Z/=+—AiIL5E

12 BEEE (8)

Computer Office Furniture
equipment  equipment and fixtures Total
) RN BRH R
BRAE R1E ®E #Et
HK$'000 HK$'000 HK$'000 HK$'000
TET TR FER FER
117 19 148 284
29 3 57 89
(11) - (148) (159)
__________ e .22 b2
16 3 15 34
42 6 22 70
(2) - (30) (32)
5 S ] 7T
79 13 50 142
101 16 133 250

71
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13.

INTERESTS IN SUBSIDIARIES

Unlisted shares, at cost

Amounts due from subsidiaries

B R KK

RE-FESF=AS+—ALER

13. FiEMiIB AR 2 &

2003 2002

—ER=F  -TT-F

HK$'000 HK$'000

FBT FET

ELETRG EBRE 21 21
FE U B~ R R IE 31,361 33,596
31,382 33,617

The amounts are interest-free, unsecured and have no fixed

terms of repayment,

The details of the subsidiaries are as follows:—

Name

8

Thiz Technology Group (BVI)

Holdings Limited ("Thiz BVI")

THIZLINUX INC.

THIZBIZ INC.

Thiz.Com Inc.

Thiz.Com (Hong Kong) Limited

Place of
incorporation/
registration
and operations

Nominal
value of issued

ordinary shares/

registered
capital

SMAYER BROEERS

British Virgin Islands
REBRXES

British Virgin Islands
EERAES

British Virgin Islands
RBEXEE

British Virgin Islands
RERUED

Hong Kong
B

HEREXREE

US$100
100E T

US$1
17T

US$1
1E7

US$200,000
200,000% 7T

HK$10,000
10,000/ 7T

EBRELRE BRARYEREERS-

HERSZHENT:

Percentage of
equity attributable
to the Company

ERF
BEREE S
Directly Indirectly

=R L
100 -

- 100
- 100
- 100
- 100

Principal activities

TEER

Investment holding

REEZER

Investment holding

RALE

Investment holding

RALR

investment holding

£ ARR

Investment holding
and provision of

management services

REZBRR
REHEEERS
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13. INTERESTS IN SUBSIDIARIES (Cont’d) 13. FribMIB AR ZEH (8)

Place of
incorporation/

Nominal
value of issued
ordinary shares/

Percentage of

registration registered equity attributable
Name and operations capital to the Company Principal activities
EmRY 2R EBRTEERS b N
28 REERE dMEXEE EfREESE FEXH
Directly Indirectly
EHi# B %
PC Media, Inc. United States US$50,000 - 100  Dormant
of America Common stock UEREER
= 50,000 7T
LAk
Thiz Design Group Limited Hong Kong HK$10,000 - 100  Provision of management
5% 10,0007 7T services
REERRH
Thizlinux Laboratory Limited Hong Kong HK$10,000 - 100 Development and sales
BERGEHAERAE B% 10,0005 7T of Linux based
software products
7% I 85 & Linux
BHER
Thizbiz Global Trade Limited Hong Kong HK$10,000 - 100 B2B e-commerce
IHESBEBRAHE BB 10,0005 7T BEUBEZETHHE
Thiz Electronics Company Limited Hong Kong HK$10,000 - 100  Provision of management
NEEFRBEERAA BA 10,000 7T services
RETERY
The Investment Exchange Limited Hong Kong HK$10,000 - 100 Dormant
REZHMERRF N 10,0005 7T LEXRD
The Recruitment Database Limited Hong Kong HK$10,000 - 100 Dormant
BRIEER LT EE 10,000 T TELK
Thiz.Com (China) Limited British Virgin Islands US$1 - 100  Dormant
RBRKES e EEEB
Thiz Grandmass ERP Systems Hong Kong HK$100,000 - 100 Dormant
Limited ik 100,000/ 7L EEER

IERECEERERAT
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13. INTERESTS IN SUBSIDIARIES (Cont’d) 13. FiIEMIB R Rl 2% (B)

registration registered equity attributable
Name and operations capital to the Company Principal activities
SRy 3R EBERTEERS b N
£ REX®H AMEFEE BEEREESL ZEH¥ER
Directly Indirectly
Hig EiF
HBGTHEER Taiwan NT$1,700,000 - 100  Sales of Linux based
MEFMERTERAA == 1,700,000 &% software products
EEpaE and computer products
HELnuxEHE R
REMER
Beljing ThizLinux Software Co, People’s Republic US$250,000 - 100  Not yet commenced
Limited of China 250,000% 7T business
1t R ENE FIE 52 A T E i#l & G
BHER LA
ThizLinux Software (Shenzhen) People’s Republic US$250,000 - 100  Development and
Company Limited of China 250,000 7T sales of Linux based
B e CORY) AR A E = software products
B % & 88 & Linux
BHED
Beijing Thiz Junye Software People’s Republic US$150,000 - 100 Not yet commenced
Co, Ltd. of China 150,000% 7T business
LTREASEREREERAT H & BENGES
* Not audited by PKF, Hong Kong C UHARERBRETNSHEAKE

Place of
incorporation/

Nominal
value of issued
ordinary shares/

Percentage of
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Notes to Financial Statements -/
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14. INTEREST IN A JOINTLY CONTROLLED ENTITY 14, Frh—EHRBER bEER

2003 2002
—EBE=F —ET-F
HK$’000 HK$’000
FET FET
Share of net liabllities BB EFHE - (735)
Loan to a jointly controlled entity B P —MERIERAE - 1,129
- 394
During the year, the Group acquired an additional 50% interest FRAEEBEIIBANGREEE
in Thiz Grandmass ERP Systems Limited (“Thiz ERP”). Thiz ERP EHEERAD ([ENE KA ) 50%HE
became a wholly owned subsidiary of the Company. FH-BREALABRLREENB A
ET <]
15. PRODUCT DEVELOPMENT COSTS 15. EmBARRE
HK$'000
FTHET
Cost:- JorariNe
At 1.4.2002 and 31.3.2003 R-CEE-FNBE—AR
—B¥=€=ZB=+-H 3,39
Aggregate amortisation:— E: 3R
At 1.4.2002 NR-_BE-FME—~H 84
Charge for the year TEFEHE 679
At 31.3.2003 rR-=2®2=%=p=+-4 763
Net book value:— BREFE:
At 31.3.2003 R-BB=f=ZA=+—H 2,633
At 31.3.2002 RZEE-_F=ZA=+—H 3,312

75
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16.

i7.

i8.

GOODWILL

Cost:~

Addition and at 31.3.2003

Aggregate impairment:—

Charge for the year and at 31.3.2003

Net book value:-

At 31.3.2003

INVENTORIES

Linux based software products package

TRADE RECEIVABLES

The Group’s trading terms with its customers are mainly on a
cash-on-delivery basis, except for major customers, where an

o #EENZ
BE-FFZFZAS+—OILEE

16. B
HK$’000
FET
R
BERR-_EBEE=ZE=ZBE=1+—8H 686
FIBAEE
TEERERR-_BE=%=H=+—H (686)
REFE:
R-ZEE=€=R=+—-8 -
17. &
2003 2002
—EEZHF —TEE &
HK$’000 HK$°000
TEx FET
LnuxBlhrERER 302 17
18. FEURBRIE

average credit period of 30 days is normally given.

The following is an aged analysis of trade receivables (net of

provision) at the balance sheet date:—

0-30 days
31-60 days
61-90 days
91-180 days
181-360 days

0E£30H
31260H
612 90H
91Z=180H
181E 3608

FEEREFY RS ERERAEE
3R EEFF A —M4E T 9308
ZREES

WEERZEWKEE (JIBRBE) 2E
BofuT:

2003 2002
—EEZE ZEE-F
HK$'000 HK$'000
FERT FiET
3,902 5,220
3,928 46
3,004 5
11,509 20
8,044 -
31,287 5,291
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19.

20.

21.

22.

AMOUNT DUE FROM A RELATED COMPANY

The amount is interest-free, unsecured and repayable on
demand.

CASH AND BANK BALANCES

At 31st March, 2003, included in the Group’s cash and bank
balances were amounts of approximately HK$238,000 (2002:
HK$2,000) denominated in Renminbi (“RMB”) and kept in the
PRC. RMB is not freely convertible into other currencies,
however, under Mainland China’s Foreign Exchange Control
Regulations and Administration of Settlement, Sale and Payment
of Foreign Exchange Regulations, the Group is permitted to
exchange RMB for cther currencies through banks authorised
to conduct foreign exchange business.

TRADE PAYABLES

The following is an aged analysis of trade payables at the balance
sheet date:—

0-30 days
31-60 days

0E30R
31&60H

AMOUNTS DUE TO DIRECTORS

The amounts are interest-free, unsecured and repayable on
demand.

FEzsFy DENHEBERAT

BB RXNE
BE-FF=F=A=+—AuUFE

19.

20.

21.

22.

W -—EEBERIRE

EMRENGE EEARBEESR
g

RERKRITER

R-EE=F=/A=+—08 ~5E
<HRe& RBITHEF$ £238,000%8 T

—TEEE 20008 L) MARYE
(TARBEE IHEHRNFH- A
RETATERIBEMEYR A B
BEPEIIETER T AE EER
NEEERTET AEMEOUEREEE
ETINEEBZRBITRBARERHE
fih B o

FE 3 BR IR

REEIZENEEIERS TN
T

2003 2002

—EEZHF —EEF_E

HK$'000 HK$'000

TR FET

16 899

524 7

540 906
FEfTESFUA

BRRADLE BEERRTRENR
BE-
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23. SHARE CAPITAL

Authorised:-

Ordinary shares of HK$0.01 each

At 1.4.2002 and 31.3.2003

Issued and fully paid:-

Ordinary shares of HK$0.01 each
At 1.4.2002

Repurchase of shares (Note a)

At 31.3.2003

Note a: The shares repurchased were cancelled during the year and the

23. B
Number
of shares HK$’000
BR&GEE FH& T
JETE
EREECOTETLZ B
RITEE-_FOE—ABR
—EE=f=-HB=+—H 5,000,000,000 50,000
ERATERHAR:
BREEIETLZ ETE
RZ_ZEE-_EWA—H 1,654,500,000 16,545
BE i (HEa) (8,440,000) (84)
R-BB=fF=ZA=+-—8 1,646,060,000 16,461

fiZa BERONERERATH FRFZ

issued share capital of the Company was reduced by the nominal
value thereof. The premium payable on repurchase of the shares
of HK$1,915,000 has been charged to the share premium
account. An amount equivalent to the nominal value of the shares
cancelled has been transferred from the profit and loss account
of the Company to the capital redemption reserve.

ERTRAAIZEREEL R B
@ B 1D 2 &< fE1,915,000%8 7T
BRARMEBERENR -EERDH
HEROEENSEHARRZIEDR
REBREEABEREE:
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24.

EQUITY COMPENSATION BENEFITS

The Company adopted a share option scheme (the “Scheme”)
pursuant to a resolution passed on 6th July, 2001, for the
purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group's
operations. Eligible participants of the Scheme include any full-
time executive director or employee of a company within the
Group. The Scheme shall remain in force for 10 years from 6th
July, 2001 during which the directors may make offer to grant
share options to eligible participants.

Pursuant to the terms of the Scheme as amended in accordance
with Chapter 23 of the Rules Governing the Listing of Securities
on the GEM {the "GEM Listing Rules”), the maximum number of
the Company's shares which can be granted under the Scheme
and any other schemes must not exceed 10% of the Company's
shares in issue at the date of approval and the maximum number
of the Company's shares which can be granted to each
participant must not in any 12-month period exceed 1% of the
Company’s shares in issue with effect from 1st October, 2001.

The consideration for the grant of an coption is HK$1 each. An

_option may be exercised at any time during a period as

determined by the directors which shall not be less than three
years and not more than ten years from the date of acceptance
of options offered under the Scheme by the grantee.

(i Movements in share options

At beginning of year £

Granted B

Lapsed BRM

At 31st March R=ZAR=+—

Options vested at 31st March RZR=+—
LB

m

m
X
EE

Fr=s74 DHNHROERAT

B ERKE
BE-TE=FZA=1—OIER

24.

BRABEERFN

ERERBER_ZE—FAXAESB
BrRBERFRMBARESE ([5
B HBEERRSHARERH
REEERNSERSEALIFHE
BREE-AHEZEEARZEATE
BAEBETATTAZBRITES
HEEFHEHE_TE-FLANRH
RER RE+F EFAURZEM[A
AERBEAIRTERE

R EER (BEIEXWESF LR
BI(TRIZR ETRA) B238E
) BEBHEREEMAMHEER L
ARERMHEETHHEERIERH
AREBETRE10% - MAREE 12
BEABEAIRTFTERZ2EALTZAR
BRHEEZZTRBBEAQFD R
THRH1% L8 =EFE—F+H—H
RE AR

BHREZBRERERVET ME
BRETREZFETZ BEHBENTE
HZEEERER ARRREERE
EERBEBHEN TORZFEM
X BB+

iy BREZ2F

Number of options

BRESE
2003 2002
—EZ=E —EE_F
39,640,000 -
- 39,640,000
{21,460,000) -
18,180,000 39,640,000
18,180,000 39,640,000
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For the year ended 31st March, 2003 BE " FE=§FZF=+—Hiy%F
24. EQUITY COMPENSATION BENEFITS (Cont’d) 24, RAEFHERR (8)
(i)  Terms of unexpired and unexercised share options at (iy REEBHNRBRARMEKRTE
balance sheet date ZIEREGR
Exercise Number of options
price BREE
Date of grant per share Exercise period 2003 2002
sl Rt BRITEE TEE™H ZEEZF —FEZF
HK$
BT

30th June, 2002 to
29th June, 2012

—EETF
NAZTEE
21st November, 2001 TE-CZF
—EE-F+—HF=+—8H 0.315 NAZtTAE 18,180,000 39,640,000
(i) Details of share options granted during the year, all of (i) FABRL-BRESZE 25
which were granted for a consideration of HK$1 per PESHEREIBTZARE
grant 2
Exercise Number of options
price BERAEHE
Date of grant per share Exercise period 2003 2002
o guel=pt: BRITFEHE THEHM —EE=F —ETE-F
HK$
BT
30th June, 2002 to
29th June, 2012
TERECE
NAZ+TBAE
21st November, 2001 —E——F

2 —F+—-B=+—8 0.315 NAZ+RHA - 39,640,000
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24.

25.

EQUITY COMPENSATION BENEFITS (Cont’d)

(iv) Details of share options lapsed during the year

FroFsy DRNAROERAT

B KN
BE-FF=#=A=+—ALFE

24.

BREBERH (R

(iv) FRAXMZBRESHE

Exercise Number of options
price BRERE
Date of grant per share Exercise period 2003 2002
REBEH BRITHEE TEHE ZEBRZHF —BECF
HK$
B TT
30th June, 2002 to
29th June, 2012
—EEF
ARE=Z+8HE
21st November, 2001 —F %
—EZE-F+—-R-+—H 0.315 ~AZ+th83 21,460,000 -
(v)  Details of share options exercised during the year (v) ERTEZBERERES

No options were exercised during the year ended 31st
March, 2003 (2002: Nil).

Note:  The above information has been adjusted for the subdivision of
the Company's shares on 23rd January, 2002.

Each option gives the holder the right to subscribe for one
share of the Company. Share options do not confer rights on
the holders to dividends or to vote at shareholders’ meeting.

At 31st March, 2003, the exercise in full of the outstanding
share options granted under the Scheme will result in the issue

" of an additional 18,180,000 shares of HK$0.01 each with

corresponding proceeds of approximately HK$8,727,000.

RESERVES

() The Group

The special reserve of the Group represents the difference
between the nominal value of shares of the Company
and the nominal value of the shares of the subsidiaries
acquired pursuant to the reorganisation to rationalise the
structure of the Group in preparation for the listing of the
Company’s shares on GEM (the "Reorganisation”).

25.

HE-FTSFIRST-E
LtEE SETMBEREET
F(ZBE_F:8).

M FHEHEAREBROR-_FE=
F-AZ+tZAFAmBEMRRAR-

ENBREETREABMNRBELRR
A-EEN-BERELIEHTHEA
BIERREARBERRERR-

NZEEZF=ZA=Z+—8 HEE
BN MARITEBREERRNT
& BEEEIEST18,180,000 &%
EEO.O1EILZRIG MEFTBREL
5,727,00078 7T

@ 18
() *%E

FEEZBHERERRAR
NEEERBERLRARMOR
BIZR CMRBEEEBRAR
ErRE(TEA)) mEEHER
IR EEZER-
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25. RESERVES (Cont’d)

(i) The Company

REEXMNZ
HE-FTE=FZAZ+—BULFE

iy &=
Capital
Share redemption Accumulated
premium reserve losses Total
ETXEE
B aaE #E  RIER Bt
HK$'000 HK’000 HK$'000 HK$'000

TET TET THET TAET

Capitalisation of loans BRRE X
from shareholders BREXR 9,916 - - 9,016
Premium arising REROEL
on placing 2B 28,340 - - 28,340
Share issue expenses BEHBTHX (4,766) - - (4,768)
Capitalisation issue &R LT (13,917} - - (13,917)
Loss for the period BAEE - -~ (1,836) (1,836)
At 31.8.2002 and R_BEZTE
1.4.2002 ZA=Z+—H
EZEE_F
mA—H 19,573 - (1,836) 17,737
Repurchase of shares BRORKRG (1,915) 84 (84) {(1,9185)
Loss for the year AEEES - - (4,312) (4,312)
At 31.3.2003 HRIBE=F
=Z=A=+-—H 17,658 84 (6,232) 11,510
The Company had distributable reserves of approximately W_EZTZF=ZA=+—8"

HK$11,426,000 at 31st March, 2003, Under the
Companies Law (Cap. 22 Law 3 of 1961, as consolidated
and revised) of the Cayman lIslands, the share premium

AR BAHRDREREEN
11,426,000 - BIBEFEES
DENE (— RN —FEBIFEG

is distributable to the shareholders of the Company, E22E EiERIBET) BRE

provided that immediately following the date on which
the dividends is proposed to be distributed, the Company
will be in a position to pay off its debts as they fall due in

the ordinary course of business.

EBESORBRERHERE K
NEBRABREAEES T
ZER BAERDEETES
RN
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25.

RESERVES (Cont’d)

(i)

The Company (Cont’d)

Note:-

(a)

On 5th July, 2001, pursuant to the Reorganisation, the
then shareholders of Thiz BVI, the previous holding
company of the Group, transferred the entire share
capital in Thiz BV! to the Company, in consideration
and in exchange for which the Company allotted and
issued at par, credited as fully paid, 209,519 shares of
HK$0.10 each to the then shareholders.

On the same date, an aggregate of 69,380 shares of
HK$0.10 each were allotted and issued as consideration
for the acquisition of the benefits of loans due to Mr. Li
Sze Tang and Mr. Wong Hoi Wong of approximately
HK$9,923,000 in aggregate from Thiz BVI resulting in a
credit to the share premium account of the Company
amounted to HK$9,816,000.

Pursuant to written resolutions passed by the then
shareholders of the Company on 6th July, 2001:-

(i} On 26th July, 2001, 26,000,000 new shares of
HK$0.10 each were issued by way of placing at
a premium of HK$1.09 per share for cash (the
“Placing”). The excess of the issue price over
the par value of the shares issued upon the
Placing totaling HK$28,340,000 was credited to
the share premium account of the Company.

(ii) On 26th July, 2001, immediately after the
Placing, 139,171,100 shares of HK$0.10 each
were allotted and issued at par, credited as fully
paid, to the shareholders in proportion to their
respective shareholdings on the register of the
members of the Company at the close of
business on 6th July, 2001 by way of the
capitalisation of the share premium available,

=

HENHEBERAF

o BB KNS
BE-SF=FZA=+-GUFR

25.

& ()

(ii)

AR (8

i

(@)

i

“ET-F+ ARA RE
EE AREERERSF
Thiz BVIE i 89 B R #5 Thiz
BVIRIR A2 BHWET AL
B AERBRRALARE
EMERRRERERENT
200,5198% § X EB0.10/8
TARIEGRRMHZR
B

AR SREZRFTEH
69,380 FREEO0.10%
TH B, fEBE Thiz BVI
WEEMNATELIERT
Hlig L £ 4 £499,023,000
BLERZAEZHRE K
AEBGEBEAMES
# 850,916,000/ T °

BEBER-_ZEE-FLARX
PARFAAFNERBRIEES
MEERBERE:

{0 —EE-5t A
+7<H 26,000,000
A% & 8% 0.10/8 THY
HERD ORERS
B1.09 TAECE
AAET ABRER
Be (TRE]) -
HBITEBHES
BRI EE
z 2 8 & A
28,340,000/% 7T -

HAEDARGE
Bk
(i —RE-FtAZ

+B BEERE
% OEBRBEGR
BEXTELA
139,171,100 &
M E0.10 T
BHUMNERRA
X BEFTET -
ELXrBRNBEER
BrRERDER
REfmEe &8
REXE L B
HEREREITT
[
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25.

26.

RESERVES (Cont’d)
(i) The Company (Cont’d)

Note:- (Cont’d)

(c) During the year, the Company repurchased its own
shares on The Stock Exchange of Hong Kong Limited.
The shares repurchased were cancelled during the year
and the issued share capital of the Company was
reduced by the nominal value thereof. The premium
payable on repurchase of the shares of HK$1,915,000
has been charged to the share premium account. An
amount equivalent to the nominal value of the shares
cancelled has been transferred from the profit and loss
account of the Company to the capital redemption
reserve.

CONVERTIBLE NOTES

The convertible notes of HK$4,000,000 are unlisted and bear
interest at rate of 2.5% per annum with maturity on 16th January,
2006. The interest is payable on maturity date or within 14
business days after conversion of the notes. The notes are
convertible into new shares of the Company at an initial
conversion price of HK$0.04 per share (subject to adjustments)
during the period from 17th January, 2003 to 16th January,
2006 in amounts of not less than HK$500,000 on each
conversion. No early redemption by the Company or the
noteholders is allowed prior to the maturity date.

Fully particulars of the convertible notes are set out in the
announcement dated 17th January, 2003.

% EE RN
BE-TFSF=AS+-ALFE

25.

26.

e ()
(i A7 (E)
GEIRCY

() RAEF Ao r R EEH
EREMERAREHE
B -AEEERELQHER
By MARINE BT
BARESBESEER
LoBERDENMNEE
1,815,000 7T it AR 17 3
BRR-BEAMTHEBROE
ENFEBERHAADFMNE
HESREABERBER-

TBRERE

184,000,000 T2 I RBR BRI &
T ERRAEE R_EENRE—
AT ~BHB-MNBERBEIE
BRAIBEE R R MEEER RS-
ERURER0.04ET (I FHE) 2
MERIBER T =F—F+tA
EIEERE-ATRBHEARS
AATZHBRG MEBALBEZSHE
THE A 500,000 T - KRB BE B Al &
AREREBEEBEATSRERELD-

EMTARSS 2 #BERNERAR
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27.

NOTES TO THE CONSOLIDATED CASH FLOW

STATEMENT

Acquisition of a subsidiary

s — R E 2

Net assets acquired:
Fixed assets
Cash and bank balances
Other payables and accruals
Loans from shareholders

Net identifiable assets and liabilities
Positive goodwill arising on consideration

Satisfied by:

Cash consideration
Interest in a jointly controlled entity

—EEC-DEFH

NRNMAEAARLF

BB H® &M
BE_FET=F=-ZAZ+—HUIFEF
27. HWEBREREXRMWEE
HK$°000
FERT
BAZBEEZFE:
EEEE 34
ReERETER 2
HA R RIE R ERTRIE (9)
RRER (1,299)
AR EERBESHE (1,272)
REEEZIRE 686
(586)
R
ReRE 50
Frig — X R IES S EE S (636)
(586)

The subsidiary acquired during the year was previously a jointly

controlled entity of the Group.

Analysis of net cash outflow of cash and cash equivalents in

respect of acquisition of the subsidiary:-

Cash consideration
Cash and bank balances acquired

Net cash outflow of cash and cash equivalents

FRNBAZHMBLBRZAATEEL
HREAZEHER

JiE]

WEHBRARSZREMREESEEE

BenbmBED:
HK$°000
FER
FeRE 50
BAZRERRITER @)
RERREEEHREZAERLFE 48
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28.

29.

30.

BB EENE

4
44

F=ZF=ZA=+—HAUFE

MAJOR NON-CASH TRANSACTIONS 28. TEHFRERSH
In previous year, the major non-cash transactions of the Group EE AEBIEZHBREXSEE
consisted of the acquisition of Thiz BVI and the capitalisation of BEEAWETNzZBVIRBRESEZER
the loans from shareholders pursuant to the Reorganisation. =
OPERATING LEASES ARRANGEMENT 29, KEHBEZH
As at 31st March, 2003, the Group and the Company had RZBEZ-FZAZ+—8 558
outstanding commitments under non-cancellable operating EARRRB I RIEBFZ AR HEE
leases in respect of land and buildings, which fall due as follows:~ EHRAOBRARBITEE HBHOT:
Group Company
TEE b NN
2003 2002 2003 2002
ZEE=F ZTE-F ZEZT=F ZTT-F
HK$’'000 HK$'000 HK$’000 HK$'000
FERT FiET FET FET
Within ons year —FRX 1,579 1,455 360 634
In the second to fifth years inclusive FE_ZTEHF
(BREEEME) 632 1,299 150 -
2,211 2,754 510 634
Operating lease payments represent rentals payable by the Group ,@%‘ﬁﬁ% FERAEBEREALQEIRE
and the Company for their office premises. Leases are negotiated FNBRMERNZBAS-BHOEHEB
for an average term of two to three years with fixed monthly Eﬁ:;‘iii BEAZHETEHESE-
rentals.
CONTINGENT LIABILITIES 30. RARBE
As at 31st March, 2003, the Group and the Company had no R-_EE-FZA=+—HB &£H
material contingent liabilities {2002: Nil). BERNIETEERKAEEB(ZEE
ZFEE) -
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31.

CAPITAL COMMITMENTS

On 28th March, 2002, a joint venture agreement was entered
into by the Company, Eaglemax International Investment Limited
(“EIlL"), a company wholly owned by Mr. Wong Hoi Wong, and
Beijing Normal University (“BNU”} in relation to the formation of
a sino-foreign equity joint venture, JingShi Thizlinux Laboratory
Stock Company (the “Joint Venture”). Pursuant to the joint
venture agreement, the Company, EltL and BNU are committed
to contribute RMB15,000,000, RMB15,000,000 and
RMB20,000,000 respectively for their respective interests of 30%,
30% and 40% in the Joint Venture. However, there is no payment
schedule specified in the joint venture agreement.

On 3rd June, 2002, the Company, EIIL and BNU entered into a
joint venture supplemental agreement whereby the three parties
agreed to set up/develop the 100 JingShi Thizlinux Internet
Course Programs (the “Programs”). Under the joint venture
supplemental agreement, each of the Company and EIIL is
committed to investing RMB10,000,000 for the development of
the Programs whereas BNU is not required to invest capital but
will be responsible for the development, design of the courses
and the provision of course contents. There is no investment
schedule specified in the supplemental agreement.

At 31st March, 2003, the Group and the Company had capital
commitments contracted for but not provided for in relation to
the formation of the Joint Venture amounted to RMB15,000,000
(2002: Nil} and the development of the Programs amounted to
RMB10,000,000 (2002: Nil) in the PRC.

Full details are set out in the announcement dated 3rd June,
2002,

—rr-x£y PRMTFEREERLF

R-EBE-_E=F-+/NB Xxaa-
THEARXE2ERE Z Eaglemax
international Investment Limited
(TENL]) BB RAT&E A2 ([BNU] ) -
ARG E b — A BB B
B EBRLAR(I6EEENTUE
BRERE-RBESELERE KO
AENILEBNUREREEERNAEDR
EFT{EEZE30% - 30% RA0% D RTE
A K # 15,000,000t * AR ¥
15,000,0007C & A R #20,000,0007T
R EECERETEITAMNKE
fEl & o

RZBEZ-_FXA=B"4&278 EIL
EBNURT Y A8 CEFTHE Bt
SIN=HRAERY,FEEI100 AP
BRIBEEE ([ZSERED RE
EETEBAHE AR TREILA
#8588 AR 10,000,000 T %
ZSRE MBNURBIBEHE HASR
EHBERRTRETRHRERAD
HABETEETIREREE:

W_EE=F=-ZA=Z+-8 F+5H
EARQABGREKSECERRERZSE
FREMARECITNEREREZE
A A RB15,000,000 (B F
—E:E) R AR%10,000,0007T (=
BT _F . F)o

E-THEBENREBA-_FTT X
R=B2ZRfHA-
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32.
TRANSACTIONS

CONNECTED AND RELATED PARTY

Apart from the transactions as disclosed in notes 19, 22 and 31
to the financial statements, the Group had the following material
transactions with its related parties during the year:-

Professional fees paid to
First Asia Finance Group
Limited (“FAFGL")

Rentals paid on office premises
sub-iet from Dragon System

Development Limited (“DSDL")

Rentals paid on office premises
sub-let from FAFGL

Office rentals paid to
Mr. Wong Hoi Wong

Disposal of fixed assets to
Mr. Wong Hol Wong

Acquisition of fixed assets
from FAFGL

Purchases of computers and
accessories from DSDL

XNE-—DMEREER
BRLAB([E—2M
EREE)ZEEXER

XNERERERLRE
(ERBR]) nHZ
RYEDERSE

XHE-THEBERE
SHZBFERERES

REREEINEFR
HE

NI rE L ERTEE
B — TS R
BxAE

MERBEREEERRENF

Note
Bt 5

(if)

(i)

(iv)

(vi)

BEIBBRMTE10 22RIFAEER
S5 AEERERNEEESHEALT
SITTIEARRS:

2003 2002
—EE=H —EECE
HK$’000 HK$'000
FERT FER

402 -

29 123

- 172

- 30

- 202

- 107

- 276
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32.

CONNECTED AND RELATED PARTY
TRANSACTIONS (Cont'd)

Note:

(i) Professional fees were paid for the financial services based on
the services provided in relation to the formation of the Joint
Venture in the PRC and the establishment of Level 1 ADR
program for the Company. Mr. Li Sze Tang is a director and
substantial shareholder of FAFGL.

(ii) The rentals paid were based on the then prevailing market rent.
Mr. Wong Hoi Wong is a shareholder and director of the ultimate
holding company of DSDL. Mr. Li Sze Tang is a shareholder and
director of a company which is one of the shareholders of DSDL.

(iti) One of the office premises previously occupied by the Group
was sub-let from FAFGL. The rentals paid by the Group were
identical to the rentals paid by FAFGL as the head tenant to the
landlord, as the office premises were wholly occupied by the
Group.

{iv} The rentals paid were based on the then prevailing market rent.
On 8th April, 2001, Mr. Wong Hol Wong assigned the property
previously occupied by the Group to an independent third party
who had agreed to observe the terms and conditions of the
original tenancy agreement betwsen Mr. Wong Hoi Wong and
the Group.

v) The transactions were entered into by reference to the book
carrying values of fixed assets.

(vi) The transactions were carried ocut on normal commercial terms.

The transactions set out in (i) to (vi) above and the entering into
the joint venture agreement and the supplemental agreement as
detailed in note 31 to the financial statements constituted
connected transactions under the GEM Listing Rules. The
directors have reviewed the transactions and are of the opinion
that these transactions were carried out in the normal course of
business of the Group and on normal commercial terms.

—EF=-FFR DRNHEOARAT

(i

(ii)

(Vi)

BEERADERTEARKELE
FERHEBRBRARFTRIE-R
EEBHFEREEHEMINZE
BERBER-FEBEIERE—T
HNEeREE2ESFRIERR-

Iz EsRESEANSHERE
E-EHEALETERBERERE
BRABIZBRERRES -FTREE
TRRRERAEP-IBEAFL
BRFRE=-

FEBEAERZBFENER
E-DNEREBRER -AREMFR
ERZBEENERARE-—DHER
REUEZEHEFPAIAMEEHREN
22 REAZBTEDERA
AEEER-

MRS TREERMISHEERE
E-R_BE-FWANE EHE
REMBUE=FHEBEAEERY
ERENDE - E=ZSREETI
BRESRFEEY FEHEERHZ
B R AR -

XS N2RETEEZREE

2y
[

REDER-BBEERET-

EXOWEVIERERBRITYZEE
HEEBE BV ERRMEINENR
BIERLTRABETHERS -EF
EEBMNRZ BARZFRXHINAEAE
B-REBEEFPETRE-—RBEE

fEFRET
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Financial Summary

RESULTS

Turnover

Profit/(loss) from operations
Finance costs
Share of profit/(loss) of

a jointly controlled entity

Profit/(loss) before taxation
Taxation

Profit/(loss) attributable to shareholders

ASSETS AND LIABILITIES

NON-CURRENT ASSETS

CURRENT ASSETS
DEDUCT:

CURRENT LIABILITIES

NET CURRENT ASSETS/(LIABILITIES)

TOTAL ASSETS LESS CURRENT
LIABILITIES

NON-CURRENT LIABILITIES

NET ASSETS/(LIABILITIES)

Annual Report 2003

-

g (BE)

FEAE — P K RIE I
LB (EE)

BRELADE R (BHE)
I8

BER S
wFL (ER)

ERDEE
RBEE
"
nEeE

MBEE/
(BfE) 2E

REERADAERE

FRBARE

EE/(BE)FE

M H&aE

ES

Year ended 31st March,
BE=ZA=+—HLFE

2003 2002 2001 2000
—RBEZE —_ZEE_F —TT—F —_FTEEEHE
HK$'000 HK$’000 HK$’ 000 HK$'000
TEx FHET FA&T FTET
64,152 30,392 4,315 34,923
7,056 1,181 (6,059) (1,828)
(20) (122) - -
99 625) (160) -
7,135 434 6,219) (1,828)
- (6) (6) (12)
7,135 428 (6,225) (1,840)

BEERAE

As at 31st March,
WR=ZR=+—E

2003 2002 2001 2000
—ER=HF —TT-F —ZFE—F —_TFTEEF
HK$'000 HK$'000 HK$’'000 HK$’000
FB T TET THET FET
________ 423 4810 %84 365
36,145 23,565 1,898 1,415
5,906 3,037 13,454 6,740
......30239 20828 | (11.556) . (6,325)
34,475 25,338 (11,192) (4,960)
(4,000) - - -
30,475 25338 (11,192) (4,960)
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